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PREFACE 


foreign policy in these days of mounting appropria- 

tions for armaments and disturbing national rival- 
ries? Is neutrality, as it has recently been defined by the Con- 
gress, sufficient to keep us out of war? Should our government 
attempt anew to codperate with the governments of other 
nations in a general program of collective security? These are 
some of the challenging questions with which this issue of the 
PROCEEDINGS is concerned, Its pages, containing the variant 
but reasoned views of economists and financiers, of diplomats 
and legislators, of experts in history and political science and 
international law, may help to create that intelligent public 
opinion which is essential for the solution of the insistent 
problems arising from the realities of our foreign relations. 
Rarely have the formal papers and addresses elicited such 
spirited extemporaneous discussion as that which occurred at 
the Semi-Annual Meeting (Fifty-seventh Year) of the Acad- 
emy of Political Science. This volume constitutes a record of 
that meeting, which was held on April 7, 1937, at the Hotel 
Astor in New York City. 

The officers of the Academy take this occasion to express 
their gratitude to the speakers, to those who participated in 
the discussions and to the Committee on Program and Ar- 
rangements which planned three interesting sessions. The 
members of the committee were: Owen D. Young (Chairman), 
Ethel Warner (Director), Winthrop W. Aldrich, Merlin H. 
Aylesworth, W. Randolph Burgess, Frederic R. Coudert, 
Walter S. Gifford, Pierre Jay, Philip C. Jessup, Thomas W. 
Lamont, Sam A. Lewisohn, Roswell C. McCrea, Eugene 
Meyer, Ogden L. Mills, Wesley C. Mitchell, Shepard Morgan, 
William L. Ransom, George Roberts, David Sarnoff, Thomas 
J. Watson, Leo Wolman. 


W ic: should be the guiding principles of American 
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PART I 


THE UNITED STATES AND CONFLICTING 
WORLD FORCES 


INTRODUCTION * 


PHILIP C. JESSUP, Presiding 
Professor of International Law, Columbia University 


of the fifty-seventh year of the Academy of Political 

Science, I think it is appropriate to remind you that the 
Academy itself has no policy to advocate except the dissemi- 
nation of information and the stimulation of intelligent in- 
terest in public affairs. Twice each year it brings together 
men who are expert in their respective fields, to analyze the 
topics of the day. These men are drawn from the ranks of 
government officials, from leaders in business, finance, and 
other activities, and from the academic world. 

Such a group is assembled here this morning and will re- 
assemble this afternoon and this evening to discuss “ The 
Foreign Policy of the United States—Political and Economic”. 
In this first session the particular part of the topic is “ The 
United States and Conflicting World Forces”. 

We are all well aware that the United States exists and 
that conflicting world forces exist. As a result of the discus- 
sion here today, we should know much more clearly how much 
each affects or may affect the other. 

Our speakers include a former Under Secretary of State, 
a present Assistant Secretary of State, the Chairman of the 
Committee on Foreign Relations of the United States Senate, 
and two eminent professors who have also played their parts 
in shaping the affairs of nations. 


ii opening this first session of the Semi-Annual Meeting 


* Opening remarks at the First Session of the Semi-Annual Meeting. 
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2 FOREIGN POLICY OF THE UNITED STATES [Vor. XVII 


Twenty years ago yesterday the United States entered the 
World War. Arguments still rage on the precise reasons for 
our taking that step. There is no disagreement on our national 
desire to avoid taking such a step again. Our question is: 
How can the necessity for going to war be avoided? 

Two months ago today a great American statesman died on 
the threshold of his ninety-third year. Elihu Root had for 
fourteen years been an honorary member of this Academy. 
For this occasion it is appropriate to quote something of what 
he wrote in an article in Foreign Affairs for September 1922. 
The title of his article was, “‘ A Requisite for the Success of 
Popular Democracy ”. 


That requisite, he said, is 


that the democracy which is undertaking to direct the business of 
diplomacy shall learn the business. The controlling democracy must 
acquire a knowledge of the fundamental and essential facts and prin- 
ciples upon which the relations of nations depend. Without such a 
knowledge, there can be no intelligent discussion and consideration of 
foreign policy and diplomatic conduct... . When foreign affairs were 
ruled by autocracies or oligarchies, the danger of war was in a sinister 
purpose. When foreign affairs are ruled by democracies the danger of 
war will be in mistaken beliefs. The world will be the gainer by the 
change, for while there is no human way to prevent a king from 
having a bad heart, there is a human way to prevent a people from 
having an erroneous opinion. 


That way, he said, is to make widely available the facts 
about international affairs ‘‘so that the people themselves will 
have the means to test misinformation and appeals to prejudice 
and passion, based upon error.” 

This meeting of the Academy of Political Science is designed 
to serve that purpose. In our accustomed freedom here to 
discuss publicly questions of foreign policy, it is easy to forget 
that such freedom is not universal. It is easy to attribute to 
the peoples of other countries, policies of which they may well 
be wholly ignorant or which they may completely misunder- 
stand because they have no freedom of discussion in open 
forum, in the press, or over the radio. It is easy also to accept 
as facts statements which are based on guess or rumor. It is 
easy to allocate blame in advance of an event on the basis of 
a prejudicial feeling rather than on the basis of accurate in- 
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formation. Once the mind has come to embrace a fixed 
opinion it requires a conscious effort to give due weight to 
other opinions of a conflicting nature. Yet in international 
affairs particularly, unless we are willing to be fair and open- 
minded and to practice in word and thought a certain restraint, 
we cannot as a democracy shape foreign policy in the direction 
of its real objective—peace. 

This morning the subject of our first address is ““ Democracy 
and Other World Forces”. The speaker was for fourteen 
years an officer in the United States Department of State. 
For two years he was Under Secretary of State, and during 
the important period of the London Naval Arms Conference, 
of 1930, he served as Ambassador to Japan. Being myself in 
the academic field, I cannot pass over the fact that prior to 
this period of public service he was for seven years Assistant 
Dean of Harvard College. 

I take great pleasure in introducing to you Mr. William 
R. Castle. 
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DEMOCRACY AND OTHER WORLD FORCES 


WILLIAM R. CASTLE 
Former Under Secretary of State 


HERE is a widely accepted theory that since the War 

! the world has drifted away from democracy. This 
loss of the democratic tradition is not wholly true, 

even though England and France are the only European 
nations which have maintained without material change their 
form of government. The sound character of the British 
people, their respect for valid tradition, makes them suspicious 
of change. The French, who have in the past been the leaders 
in revolutionary changes, have now settled on the form of gov- 
ernment they want and are apparently satisfied with changes 
within the form. Germany is wholly undemocratic, but it has 
merely got rid of one master and taken on another. The 
interlude of the Social Democratic Republic just following 
the War was psychologically an error. The German has 
always acknowledged a master, whether he was lord of an 
independent duchy or, later, emperor or “ Fuehrer” of the 
Reich. Russia, in spite of the camouflage of the new consti- 
tution, is an absolute autocracy—but this is what it has always 
been. The government is changed only in name. Stalin has 
taken over all the powers held by Nicholas and has added to 
them. A small minority still rules, although it happens to be 
a different minority. In Italy, to be sure, there is less democ- 
racy than there was before the War or immediately there- 
after. A constitutional monarch has always delegated the 
powers of government to a group, whereas now they are held 
by one man. Even so, it is hard to consider the country less 
well off than when it was being ruined by corrupt politicians. 
There seem to be times when democracy has grown so rotten 
that purging is essential, even if it means the temporary dis- 
appearance of democracy itself. The world, apparently, has 
not yet learned how to apply this purge except through the 
power of an individual who, generally through his personal 
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popularity, becomes a dictator. Spain is in the bitter throes 
of revolution, the clash between two conflicting forms of gov- 
ernment, neither of which, in this case, seems to have much 
relation to what the world knows as democracy. But it must 
be remembered that Spain, also, has never been a democratic 
country. With some exceptions Latin America is learning the 
lesson of democracy; there are fewer so-called presidents in 
Latin America who are actually dictators. In the Far East 
Japan remains, what Japan on the whole always has been, 
Asiatic, and therefore normally anti-democratic, although it 
wears the trappings of Western civilization. China, on the 
other hand, through the gradual emergence of individualism, 
as distinguished from family or class discipline, seems to be 
groping rather successfully toward democracy. The Siamese 
have demanded a liberal constitution and no longer have a 
king with autocratic powers. India is reaching out, not pri- 
marily through the hunger strikes of its Gandhis, but through 
its forward-looking young men who are thinking construc- 
tively. The Orient is developing along much the lines fol- 
lowed by Europe a century and a half ago. We can see there, 
in rapidly intensifying action, the same forces that we read 
about as revolutionizing the Western world at the begianing 
of the nineteenth century. 

Mere recitation of these obvious facts shows that, by and 
large, the world has not greatly changed so far as the extent 
of democratic government is concerned. Whether democracy 
is, in general, as highly respected as it was a century ago is 
another question. The newer forms of anti-democratic gov- 
ernment, because they are novel, are more striking than were 
the stodgy kingdoms and empires which used to represent 
autocracy. Therefore we think more about them. And, un- 
fortunately, we are compelled to think about them not only 
because they are novel but because they depend in an unusual 
degree on physical force, both to hold the government in office 
and as a means of government. This is nothing new, but it 
looks new in the twentieth century because we have become 
accustomed to the idea that, in domestic matters at least, reason 
has replaced force. Fear has always stalked the lonely plains 
of Russia, but fear of the Cheka is more gripping than was 
fear of the secret service of the Tsars. In Germany fear of 
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brutal reprisals on the part of the military caste has for many 
years lurked in the background of the German mind, but the 
starker fear of sudden and secret death has now taken its 
place. The Italians whisper in corners or talk not at all, 
whereas they used to chatter politics at every street crossing. 
Force is the fulcrum of these dictatorial governments, and thus 
the rulers rule eventually through the people’s fear. Yet we 
cannot deny that among the masses of these same people there 
is also a certain elation that comes from identification of them- 
selves with the nation; they glory in its boldness and in the 
fact that the whole world talks about it. In contrast, the 
sobriety of the citizens of democratic nations seems drab and 
lifeless. In the first years of dictatorship there is a glamor 
which stirs violently popular imagination; the light dies only 
when inevitable poverty and loss of liberty at home and the 
more and more freely expressed contempt of the outside world 
reveal the sham of the setting. It is this initial glamor which 
makes dictatorship contagious and, therefore, very dangerous. 

There would not be many dictators in this world if men 
announced that they wanted to be dictators, or even if they 
called themselves dictators when once they had obtained con- 
trol of the government. Men who become dictators care as a 
rule very little for titles or honors or wealth, but infinitely 
more for power. The true dictator would rather rule in per- 
sonal obscurity than be hailed as king or emperor. Further- 
more, there would be few dictators in the world if they had 
to seize power by force —this is true, at least, of the larger 
and more advanced nations. If the people could see the rape 
of their liberties, they would fight back, whenever possible. 
But there is seldom an open attack. Except in Russia, where 
there was revolution after the War, the governmental changes 
in Europe have been comparatively quiet, so legal in their 
outward forms that there has not been even the necessity of 
recognition. The populace has been fascinated by a great 
personality, enchanted by his words and by the sound of his 
voice so that they have hardly noticed his stealthy withdrawal 
of one after another of their rights. The would-be dictator 
pays little attention, at first, to the intellectuals or the thought- 
ful men of the nation. He finds it more effective to play on 
the emotions. When he has achieved power he may call in 
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the intellectuals to justify his acts. There were not many 
people in Germany who really thought as Hitler thought, but 
there were millions who felt as he felt, who took as a tribute 
to themselves his flattery of the nation—and loved it. There 
would have been a revolt long ago against the autocracy of 
Mussolini had it not been for the man’s tremendous person- 
ality, for his cleverness in keeping the crowd occupied. This, 
perhaps, was more important than his control of the force 
necessary to prevent trouble. Stalin is more brutal in his 
methods, but his flattery of the crowd is even more subtle and 
effective. Under such leadership, and in such conditions, 
people simply do not look into the future. They refuse to see 
the mounting taxes behind the unbalanced budget that results 
from war or other extravagances. Children and grandchildren 
are forgotten in the personal enthusiasm of the moment. 
Democracy, as it has developed during the last three cen- 
turies, was largely made possible through education. Indi- 
viduals in larger and larger numbers learned to think for 
themselves. Democracy was thus the child of reason, and its 
development immediately fostered the growth of liberalism. 
True liberalism can exist — and also is sure to exist — only 
where there is freedom for all reasoning individuals to think 
and speak. Yet there is in this very freedom the seed of 
decay. We who believe in democracy would not willingly 
sacrifice any of the forward strides in liberalism that have 
occurred historically, especially since the revolution of 1688 
in England, yet we must, if we are candid with ourselves, 
admit that liberalism has in this way facilitated the disinte- 
gration of democracy itself. Take, for example, the question 
of free speech. If everybody can say anything he wants at 
any time—and this is essential in a democracy—the result is 
all too often veritable rivers of words which do not represent 
real thought, which carry only chaff and other refuse in their 
current. Speech must be free, but to be good speech it must 
be well thought out, must be the truth as the intelligence of 
the individual grasps the truth; and further, if it is going to 
contribute toward the building of character, the speaker must 
know that his ideas will be hotly contested, that he must fight 
for them, often at serious personal sacrifice. Individualism, 
without which liberalism is impossible, has often become con- 
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fused through sloppy thinking. In the growing realization 
of the rights of the individual man, furthermore, there has been 
failure to emphasize the duties of the individual man. Rights 
always entail duties. The only way to avoid duties is to re- 
nounce rights. 

Liberalism has failed to knit firmly enough together the 
various elements in a democratic state. As hard thinking has 
seemed less necessary, individuals in the state have all too 
often allowed selfish interests to prevail, have recognized 
only emotionally the rights of others. This tendency toward 
a selfish consideration of personal rights, combined with an 
emotional outlook, has meant the growth of a race of men and 
women who are a little soft, who are inclined to substitute 
good words for good deeds, who do not think with clarity 
because they think in groups of words rather than in groups 
of facts. It is a lot easier to feel than to think. A few days 
ago, in discussing the neutrality bill which was before the 
House of Representatives, a Congressman was asked what one 
of his colleagues thought of the bill. ‘‘ He never thinks”, 
was the answer. “ He has looked at the title of the bill and 
will vote for it, of course. It is a neutrality bill, isn’t it? 
And he and his constituents are for neutrality.” 

All this is pertinent because it suggests some of the reasons 
why democracy is losing its grip in those countries which have 
long had representative government, in Europe and in Amer- 
ica. It came to these countries through the spread of knowl- 
edge, in exactly the way it is now dawning in other parts of 
the world. The liberalism which became the handmaiden 
of democracy is one of the most precious of our intellectual 
possessions. Early liberalism reasoned out the rights of man 
through hard and consistent thinking; it had profound faith 
in men as human beings, with certain inalienable rights and 
equal opportunity to progress. It was always willing to fight 
for what it believed to be the right. And then it gradually 
began to get emotional rather than intellectual. It became 
sentimental. Its writers wrote books about the downtrodden 
but ceased to take much interest unless the books paid good 
royalties. Its orators drew tears and applause with their 
moving descriptions of wage slavery, but did nothing practical 
to put an end to it. Rich men who called themselves liberals 
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began to feel that very, very generous contributions to charity 
absolved them from any personal obligations toward those who 
worked for them. There are many people, who will give 
lavishly for the relief of famine in China, who refuse even to 
contemplate suffering in the slums of their own cities. That 
is a little bit the attitude of liberalism today — it believes in 
the relief of suffering, at a distance, and in the equality of 
men who are too far away to be offensive. 

When this sort of thing happens, and it is already happen- 
ing in the long-established liberal democracies, liberalism, 
emasculated, is unconsciously leaning toward dictatorship in one 
of its many forms. The believers in a totalitarian state and 
the believers in a liberal democracy find themselves in sudden 
accord—for different reasons, to be sure, but still in accord. 
That was rather amusingly illustrated in the foreign press 
reaction to the recent proposal of the President to add six 
justices to the Supreme Court. The liberal papers in Eng- 
land, led by the Manchester Guardian, acclaimed the proposal 
as making it possible for the President to carry out his pre- 
foundly liberal policies. But equally the press of Germany 
and of Italy welcomed the plan as proof that the President at 
last realized that he must get rid of the courts in order to seize 
all power. Both groups of papers may have been mistaken, 
but the alignment between two originally antagonistic phi- 
losophies was instructive. 

In another way the liberal democrat, whose convictions 
have largely become emotions, who has found sympathy less 
tiring than hard work, is likely to be seduced by the would-be 
dictator. He wants to believe, and, if a man speaks the phrases 
to which he has become accustomed, he does believe. He sees 
things exactly as he wants them to look. He no longer sees 
any difference between promise and performance. But re- 
member that he is still a liberal democrat, a reformer, a pro- 
fessed lover of mankind. The trouble is that during all the 
years of his life he has been living politically on words, on 
formulae—words and formulae that to his grandfather were 
vibrant and full of life, concepts worth fighting for, worth 
dying for, if necessary, but to him a little faded, stereotyped, 
so obviously true that they are banal. Any violent departure 
from these truisms would shock him, just as the thought of 
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dictatorship shocks him. But the man who is going to be a 
dictator does not shock him because that man speaks in the 
same old language, merely suggesting little changes here and 
there, little additions necessary to improve the common lot, 
merely making gentle compliments that are never so gross as 
flattery. Mussolini, restoring Italy to itself, was merely wrest- 
ing power from those who were about to destroy the glory of 
Rome. Of course people followed him. It would have been 
indecent to do anything else. Hitler played, as few men have 
ever played, on the sensibilities, the pride, the sentimentalities, 
also, of the German people. Everything was perfectly legal. 
Was Hitler not appointed chancellor by that wonderful old 
man Hindenburg? And was he not himself elected president 
through the suffrage of the people? The Weimar Constitu- 
tion had not been long in existence, but already it had given 
people a sense of the dignity of individual liberty that must 
not be tampered with. The whole Bolshevist revolution was 
to make the people supreme, yet there was no touch of democ- 
racy in it. Democracy always wells up from below. The 
Soviet was imposed from above. In Russia, however, there 
was no democracy to crush, almost no individualism to crush, 
because there was no general education. So everywhere the 
liberal democrat trusts the man who speaks in his formulae, who 
outdoes him only in his desire to help the underdog. He 
trusts, and he votes as he is asked to vote. And when, after 
a few months or years, he finds himself the slave of a system, 
it is too late. Handcuffed, and in a strait-jacket, he still finds 
life easy — far easier than it would be if he chose to fight 
for his lost liberty. Modern reason has been ousted by magic. 
After centuries of slow progress toward the peace of reason 
man has found only the peace of force. He has ignored that 
question of Spinoza as to whether he preferred “ freedom 
through knowledge and understanding or emotional bondage.” 
The two looked alike. 

Modern dictatorship rests ultimately on force, although its 
trappings may be the adulation of the people and the widely 
exploited humanitarian personality of the dictator. Where 
force is supreme, fear always motivates action and reason is 
in abeyance. Force makes the strong stronger and withdraws 
the protection of law from the weak. Where force is supreme, 
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nationalism is raised to the dignity of a cult, and just as soon 
as the nation becomes the source and the reason for all things, 
the old-fashioned virtues of truth and loyalty to ideals neces- 
sarily go by the board. Have we not recently seen in Europe 
and the Far East the most cynical disregard of formal inter- 
national agreements? Everything must give way to the neces- 
sities of the state as they are envisaged by the dictator or by 
the military group which actually rules, whatever appearances 
may be. Nor does a dictatorship respect domestic laws when 
those laws are drawn, as they generally are, for the protection 
of the citizens. In Germany the treatment of the Jews would 
have been declared illegal if the German system had not been 
such that by gaining control of the Reichstag Hitler also 
controlled the courts. Emasculation of the courts first opens 
the minority to the complete dominance of the majority and 
finally destroys all freedom. As to relations with the rest of 
the world, a dictatorship living on force must extol war. The 
Encyclopedia Italiana says, in an article contributed by Musso- 
lini himself, that fascism “ believes neither in the possibility 
nor the utility of perpetual peace.” 

When we are discussing the theory of government from 
our point of view as members of a democracy, it makes little 
difference whether dictatorship labels itself fascism or com- 
munism. The two systems are equally destructive of indi- 
vidual freedom and, therefore, of any kind of liberal democ- 
racy. It is true that communism, when we get beyond the 
high-sounding patter of the adepts, speaks the word language 
of democracy better than does fascism. Germany and Italy, 
paying no tribute whatever to liberalism, call the whole 
democratic system outmoded. The Soviet, on the other hand, 
claims that the dictatorship—the added words “ of the prole- 
tariat”’ are apparently intended to mislead—is only a tempo- 
rary measure leading to the fullness of democracy. Communism 
is thus perhaps even more dangerous, in that it seems to look 
forward to freedom. In its present manifestation it is more 
brutal than is the dictatorship of the right. It is equally de- 
pendent on force for its existence, equally imperialistic, even 
if the aims of imperialism are differently defined by the two 
systems. It more completely submerges the individual than 
does dictatorship of the right, which is seen in its most extreme 
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form in Germany. The individual seems to give up his own 
personality, to become the puppet of a ventriloquist. Some, 
at least, of the men who recently confessed in Moscow to 
atrocious crimes against the state were probably innocent of 
the crimes. Their confessions were the result of self-hypnosis 
like the confessions of the Salem witches. On the other hand, 
any successful dictatorship blinds its adherents largely through 
their emotions. Because Hitler hates Jews, the rank and file 
of the German nation, obedient to his will, forget that Jews 
fought valiantly in the War, that Jewish bankers saved Ger- 
many financially after the War was over, that the glory of 
Germany in music and literature is due as much to the Jews 
as to the Aryans. In any case, the denizens of a country 
under dictatorship — they can hardly be called citizens — are 
spiritually shackled. 

In distinction to these dictatorships we have the democratic 
states which are founded on reason and on individualism—the 
only states where liberalism is possible. Reason binds indi- 
viduals into a working unity that can withstand shocks. Emo- 
tion, which is the only binding force in a dictatorship, is vola- 
tile and evaporates under the pressure of reality. Democratic 
government is the result, through education and the growth 
of individualism, of the reform movement which flowered in 
the nineteenth century, a movement which was determined to 
give a fair chance to all men and to all classes, in this way to 
eliminate class warfare and to eradicate the inhumanity which 
for centuries had disgraced treatment of the masses. 

Laws passed by a democracy are likely to be sounder and 
more responsive to the needs of all than are the laws issued 
by a dictator. A democracy is deliberative; it has not the 
speed of the dictatorial machine, but it has greater accuracy 
and is more responsive to popular desire. Here in America 
we took up in its purest form the inspiring task of democracy 
because we started fresh, with no traditions, except those 
brought from overseas, to hamper us, with a clear field in 
which theory might flower into reality. But here, just as in 
France and in England, democratic fervor has weakened be- 
cause hard thinking has degenerated in too many instances 
into sentimentalism. Too many of us are willing to let the 
other fellow do it. Too many of us accept as progress and as 
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liberalism anything phrased in a new way. We fail to hear 
the clanking chains of slavery because siren voices are pro- 
claiming a new and beautiful world. We do not think. We 
are reverting to a belief in magic. 

We do not want dictatorship in America, but, the times 
being what they are and world trends being what they are, 
we can avoid 1: only at the price of eternal vigilance. We are 
not a democracy merely in the sense that the old Greek states, 
or the villages of New England run by town meetings in 
colonial days, were democracies. The United States is the 
greatest representative democracy in the world. It is based 
on an inspiring written Constitution, elastic enough to expand 
with new needs. We elect our representatives to Congress in 
the belief that they will think through the problems presented 
to them and that they will vote as their intelligence and their 
consciences direct. If we want to save democracy here, and 
even throughout the world —as failure here would have dis- 
astrous repercussions everywhere—we must elect the best we 
have, certain in the knowledge that only the best will defend 
our rights and privileges as free citizens, that only such men 
can pass honorably and intelligently on the great questions 
that arise from day to day, that only such men will vote in 
accord with their sense of right, rather than in accord with 
the patronage they hope to receive. We must never be fooled 
into accepting a government of emergency decrees. It is one 
of the first steps toward dictatorship to call all measures emer- 
gency measures. The Senators and Congressmen whom we 
elect must, therefore, be men of keen intelligence, able to 
evaluate; above all, they must be men of spotless integrity and 
high courage. Unless this is true, representative democracy 
must fail. If we can make it true, we shall avoid the dictator- 
ships that in Europe are leading the world to war and misery. 
We shall be the outstanding liberal nation of the world. 
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REMARKS BY THE CHAIRMAN 


CHAIRMAN JESSUP: The time schedule on which we operate this 
morning fortunately does not provide any interval during which the 
Chairman can comment upon speeches either past or future. I must 
proceed rapidly to introduce the next speaker. He must suffer in his 
introduction from me because I am a colleague of his and, if I should 
attempt to eulogize him, you would naturally suppose we had agreed 
beforehand on such procedure. 

Fortunately, he does not require any such procedure. By spoken 
word, action and inspiration, he has become a familiar and very 
welcome speaker in gatherings not only in this city but throughout the 
United States and Europe. His subject this morning is “‘ The Mech- 
anism for Peace in Europe”. I take very great pleasure in introduc- 
ing Professor Shotwell. 
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MECHANISM FOR PEACE IN EUROPE 


JAMES T. SHOTWELL 


Professor of History, Columbia University 
Director, Division of Economics and History, Carnegie Endowment 
for International Peace 


TAKE it from the title assigned me that we are to have 

| a short interlude, that we transform the Academy into 

one of archeology, exploring the remains and ruins of 

past times and ideals exploded. We are to do this under the 

menacing front of an armed Europe, seizing an interval be- 

tween the serious contemplation of the problems of democracy 

and its relation to the outside world. I have become rather 

used to being an archeologist these last years, since I am per- 

haps one of the specimens myself as a man who still stands for 
the League of Nations! 

That does not disturb me in the slightest; in fact, I am 
rather enjoying my isolation. I had better perhaps begin by 
a little historical paralle] to invite our contemplation of the 
processes of history. There are those who hold that we are 
now repeating the experience of the nineteenth century almost 
literally and that in this idea of repetition we have the clue to 
our time. Thus, it is claimed that we have had a Holy Alli- 
ance once more, under the benign inspiration of Wilson—in- 
stead of Alexander—and that then there came along the Castle- 
reaghs and Cannings of realism in the modern world and 
brought us down to earth with a return of balance of power, 
and that now nothing is left of a great experiment. 

It is perfectly true that nationalism today is a stronger force 
for separation than Metternich with his return to the old 
monarchies of the past, and that, therefore, the scene before 
us presents even a stronger contrast with the period of high 
ideals than the thirties of the last century; but I am inclined 
to think that history has become infinitely more complex and 
that the problems of today are not simply a repetition of events 
that took place with a different nexus, under a different series 
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of causal circumstances. So I turn to these, with as much 
sense of reality as Providence has given me, and try to see 
where we are. 

I begin with the mechanism for war, because that is what is 
in our minds. If this title had been given with a proper 
regard for the feelings of an American audience, it would be 
“Mechanism for War ”’, so let us begin with that and see what 
there is that we can analyze. 

First of all, let me say that this is a subject with which the 
Academy of Political Science too seldom deals; nor is it suffi- 
ciently discussed in our academic curriculum. War has played 
a dominant part in human history, and yet it has never had a 
prominent place in the study of politics. We have tried to get 
away from it. We have concentrated on constitutional de- 
velopments and the process and evolution of public law, of 
politics within the state; but we have left out of our consid- 
eration a mature examination of what war has done in history, 
and why it is still with us as a menace or as a portent. 

If you look back into the time after the Holy Alliance, which 
I referred to, you will find there the philosophy of war set 
forth for the first time in clear form by the German strategist, 
Clausewitz. From him it passed into German political science 
through a whole series of authorities. It was simply this: 
that war was an instrument of policy, or a continuation of 
policy, with a definite technique of its own. 

War is properly an instrument of national policy. Any 
other kind of war, Clausewitz said, or implied, is crime; but 
war waged by nations for the fulfilment of their policies and 
the achievement of their ends—if those ends be legitimate at 
all, and that is for the nation to judge—is part and parcel of 
politics, and a normal function of states. 

It happened that in the years after the War, I was given 
the task of analyzing, as well as one might, the nature of war 
in a modern society, with the great laboratory of the World 
War to work in. The one definite conclusion which came out 
of that analysis of war history—supervised in all of the coun- 
tries of Europe by men most competent to judge — was that 
war in the modern world, carried on by chemistry and in- 
dustry, is no longer a pertinent instrument for the attainment 
of political ends; that victory or defeat in the field is not the 
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index of the final defeat or victory for the nation that is en- 
gaged upon a war; that the instrument is different in char- 
acter, as well as in extent, from the nature of the result. 

Let me bring this down from generalities. I was talking 
in Germany with a high military officer, back in the days of 
Germany’s irritancy over the Polish Corridor, in the early 
days after the War, and I asked him whether the German 
army, even in its weakened state, wouldn’t be strong enough 
to re-occupy the Polish Corridor if Germany decided on the 
use of force. He laughed and said, “I think perhaps we 
could push the Poles out of the Corridor with the remnants of 
the German army [it might not have been very hard work at 
that time — it would be different now], but you know that 
isn’t what would happen. Of course, France would be in it 
and we would have them on the west; and Great Britain 
thinks it wouldn’t come in, but it would; and you think you 
wouldn’t come in, but you would. So we would have Europe 
in flames [this was back in 1921], and all I can calculate is 
that all of Europe would be more in debt to America at 
the end.” 

Now, if that was the case, war has ceased to be the instru- 
ment of politics that it was in the days of Marlborough, that 
it was in Turenne’s time, when the German frontier was pushed 
back. It is no longer simply military force against military 
force. It is the expenditure of national strength against 
national strength, directed not according to the plans of the 
general staff, but following the direction of the entire national 
economy of the belligerents and of neutrals as well. 

In the World War the most distinctive development that 
took place was in the German formation of the Rohstoffsab- 
teilung War Ministry in Berlin. It began with Dr. Walter 
Rathenau and two secretaries sitting in a back room, and 
ended with a larger staff than the rest of the ministry, organ- 
izing the resources of Germany under the blockade. 

That glimpse of history is enough for me to build my first 
conclusion upon: that war has changed its nature since the 
introduction of chemical and industrial mobilizations; that it 
is no longer the pressure of human strength mobilized against 
human strength, but of resources drawn from all corners of 
the world, bought if you can buy, mobilized by industry if 
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you can manufacture, in any case thrown into the crucible of 
the conflict and coming out of it vastly changed; for after the 
war is over, these instruments, the war factories, are no longer 
readily adaptable to conditions of peace. 

Now, is there no comprehension of these facts in Europe 
today? Ladies and gentlemen, there is a strong and real 
apprehension of them. The one force for peace that is 
strongest in Germany today is the General Staff itself, for it 
realizes the nature of modern war. 

Under those conditions, if war has ceased to be what it 
formerly was, a directible and definite instrument of policy, 
then the question is whether or not this growth of armaments 
which you see today is a direct denial of human reason. No, 
because you will find, if you look into it, that the growth of 
armaments is a test of the new kind of competition in indus- 
trial and chemical war industries, Kriegswirtschaft, as they call 
it in Germany—and they have a definite place for it in their 
curriculum. It is now becoming a weighted measure of pres- 
sure without use, calculations against calculations of war 
potentials without resort to war. The pressure of the sum 
total of these pressures is the one thing which is keeping 
Europe back from war at the present time. 

There are all the irritants that bring war, all of them. 
There is every reason for nations to go to war according to 
the political thinking and planning of 1913; but we are not 
approaching war, I believe, because of the sanction in the 
danger of the use of a non-directible instrument that would 
in itself, if applied, destroy civilization at the present time. 

Under these conditions we have very interesting parallels to 
work out in terms of peace. I think there is time. No one 
knows; and, of course, a historian never ought to be a prophet. 
The historical discipline stops with the past; and the minute 
before the last, of course, is still past. However, I do believe 
we have been witnessing in the last year a sanction for peace 
in the new knowledge of the new nature of war. 

Now, that is a different thing from the emotion about war 
which Mr. Castle touched upon. It has a challenge to intelli- 
gence in it. If that is the case, how can we deal with it? 

The first thing I want to say is that we cannot solve our 
problems by any magic formula of 5-5-3, or 10—-I0—7, or any 
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such thing. I am speaking with the utmost freedom of an 
academician in the presence of statesmen, so you will permit 
me to say whatever I think in connection with it. I say these 
are magic formulas which have fooled the American people. 

We have to put something in the place of war, if we desire 
disarmament, because we cannot get disarmament in any other 
way than by resolving the antagonisms of nations. 

We tried to put a League of Nations in the place of war. 
But you will say, “ Now that is gone.” Let us see! I turn 
to Mr. Castle’s previous analysis and insist that it is very hasty 
thinking to say that the League of Nations is gone because it 
failed in some emergencies. When I was in Berlin last No- 
vember, I remarked to one of the men there (I will be very, 
very vague—perhaps it was in Munich) that the League of 
Nations was regarded as dead, and I was put in my place at 
once. He said, “ We have to have a League of Nations in 
Europe or we can’t continue our modern civilization.” So, 
perhaps it is worth while to look at the League after all. 

The League of Nations was organized as a democratic in- 
strument. That means the use of discussion, which takes time. 
Now the issues of war and peace are crisis issues, when there 
is no time. This brings up our first problem, that of dealing 
with the way in which the League met its difficulties in Man- 
churia, in the Chaco and in Ethiopia. 

There was that incident in Mukden. The League had its 
instruments for pacific settlement in session, both Council and 
Assembly. They did then what they had done before to stop 
war. They called for a commission to go to the spot, but they 
made the great mistake of allowing the proposal to be made 
by one of the parties to the dispute. That was a diplomatic 
blunder of the first order, but a diplomatic blunder commonly 
made. That method had been used before. It had stopped 
war in the Balkans in 1925. I was there and saw it, when 
Greece marched over the mountain frontier to Bulgaria. The 
proposal to have a commission investigate what had happened 
in Mukden, therefore, was a natural and proper one. It was 
stopped and not taken up for a long time. Why? Because 
the United States came to the conclusion that that was not the 
right step to take. Its reasoning was that such a move would 
cause the liberal government of Japan to lose face and, there- 
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fore, would be playing into the militarists’ hands. Mr. Stim- 
son, acting on advice from Ambassador Debuchi—for both of 
whom I have the highest respect — opposed the League pro- 
posal. The mistake was in having two general staffs for peace, 
which said opposite things in the world crisis at that time. 
If you have two general staffs on any battle front playing 
opposite strategies, there is going to be defeat. Blame for 
defeat does not fall alone upon the League of Nations. The 
fault lies in the absence of a consolidated front dealing with 
an issue that had to be dealt with immediately. 

That is the Manchuria episode. The same is true of the 
others. In all of them we meet the one issue upon which wars 
are fought, prestige. People do not go to war over oil in 
Tampico, but when the flag is fired on in Vera Cruz. That is 
the kind of thing that brings the war spirit. It is prestige 
rather than consciousness of national interests which, even in 
the industrial nations of today, brings the danger of war. 

It was prestige that led Berchthold and the Austrian Cabi- 
net to make the fatal decision. It was prestige which led 
Berlin to back it. That was the issue. A great deal of our 
neutrality legislation today, therefore, does not touch on the 
real issue of war and peace. How can we deal with it? The 
League Covenant, in my opinion, is drafted wrongly on that 
point. Article XIX brings prestige into the open. It says 
that, if there is a treaty to be revised or a condition that no 
longer exists, you must discuss the matter before the Assembly 
itself in the fullest light of day. Ladies and gentlemen, that 
is a place at which our attack upon the old diplomacy of the 
pre-war days led us to wrong conclusions. We were afraid 
of what we called the old diplomacy and its secrecy. But there 
is a time and place for secrecy, and if ever there is a place for 
it, it is where you are dealing with the sensitive springs of 
action in national consciousness which have to be kept down 
and given something else to think about. That is where the 
League of Nations failed in the structure of its constitution 
in dealing with political issues. There should be more place 
for old diplomacy — for secret dealings, if you will, held to 
responsibility before Congress or Parliament—along with the 
conference method, which is suitable only for a certain kind 
of question. The conference method is very limited in its 
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application; but where it should be tried, it should be tried 
in full. 

I suggest that the economic functions of the League should 
be more definitely separated and made autonomous. They 
should be made real. When an economic conference meets, 
as it did in 1927, you should not have an irresponsible Ameri- 
can delegation, irresponsible to the government at that time, 
making pleas for low tariffs in other countries while unable 
to carry out the same method and policy at home. But while 
responsible in its own field, it should be autonomous and not 
linked with the responsibility for political decisions that might 
involve the sanction of war. 

France and the other countries of the Continent never send 
delegates to conferences of this kind without knowing that 
what they say will be checked up and carried out, if the need 
arises. There should be more responsibility and less amateur- 
ishness in dealing with these vast things, linking them with 
the possibility of fulfilment in their own sphere, without tying 
them in with the military sanction. Autonomy, independence 
and responsibility in dealing with the economic questions of 
the world are needed, not simply reciprocal negotiations. I am 
in favor of what Secretary Hull is doing, but it is not enough. 
We must face the fact that the interplay of economics in 
commerce and finance and security is one that does not lie 
solely between two nations at any one time. It is a broad and 
interlacing fabric and it must be viewed in that way. 

In this economic structure we have one section already 
under way and succeeding, that is, the International Labor 
Organization whose conference on textiles is meeting now in 
Washington. I venture to think that fifty years from now, 
when the historians look into the newspapers of today, hunt- 
ing for the most important thing now taking place, they will 
find it on page 23 of the morning papers, the meeting of 
especially qualified international delegates to take the poison 
of international hostilities out of one of the great industries 
of the world. The conference is composed of men represent- 
ing labor and capital as well as the government, every man 
knowing what he is talking about (and that means a good 
deal in every conference), facing issues of rivalry in a world 
of capitalist industry. If they succeed now they may possibly 
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save us from that greater international rivalry of socialized 
and communized states, which brings the full mobilization of 
politics along with economic forces, one against another. 

Our antagonisms in a world of private capital are the an- 
tagonisms of technique against technique. It is a very different 
thing if you get nations wholly organized in communistic 
form. This I.L.O. is one of the latest efforts that a world of 
free industry has put forth to resolve the difficulties of inter- 
national antagonisms by honest conference and exchange of 
views. 

The I.L.O., the International Labor Organization, is on its 
way. It has already put through and had ratified over six 
hundred labor treaties, international labor treaties. It should 
not be called the “International Labor Conference”; it should 
be called “International Industrial Conference’. Capital and 
labor have an equal part in it, though its program deals with 
social welfare. 

There is no such parallel institution in the fields of commerce 
or of finance. The section of trade (of economics, as it is 
called) and of finance, of the League, is ridiculously inade- 
quate. There should be world parliaments dealing with those 
fields as well as labor, and they will, I think, come to fruition 
before long. Of course, they would be equally autonomous. 

There is, also, the question of social welfare which the 
League has undertaken to deal with. Everyone in the United 
States is in favor of that. We are all for helping humani- 
tarian efforts and for advancing the social welfare. But there 
is one great field that still lies challenging before us, and that 
is what the Germans call Aultur, the full heritage of the 
nations’ culture and thought. It includes the activities of 
bodies like this, which analyze the problems of the day, as you 
and I are trying to do. This is what the Committee on Intel- 
lectual Coéperation, with which I happen to be associated, is 
furthering. It is, for example, calling an important confer- 
ence this summer for the study of the most difficult of all 
problems in international relations, that of peaceful change. 
It will take up, under the auspices of the League, not the 
problem of status quo, but the way in which we can, in a 
world that is dynamic, adjust the conditions of peaceful life 
to these changing situations. 
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How can it be done? No experiment was ever made in 
history, from the ice age down, that would adequately deal 
with it. But if we are to apply intelligence to save civiliza- 
tion, there is no other place to apply it so effectively as in this 
study of the ways and means by which change can be brought 
about peacefully. 

In closing, let me say that the first result of that analysis 
would be the correction of certain grave errors in fact and 
conclusion, which some nations now share: namely, that colo- 
nies are to be thought of as profitable property, and that raw 
materials can best be secured for strong nations by giving 
them full opportunity to seize the raw materials for them- 
selves. 

There must be codperative action, and there must be a 
League back of that codperative action, to deal with those 
peoples whose lands are held in trust as well as with the raw 
materials of the world. There are two kinds of raw materials: 
there are the raw materials that the sun produces every day, 
embodied in power, sending the rivers to the sea, building its 
strength into the fibres of the vegetable world. There is no 
great danger of exhaustion in this field. The danger of ex- 
haustion lies in those raw materials of which the earth pos- 
sesses only a limited amount. They should be placed under 
some kind of general control, otherwise they will be used up 
forever by a civilization that is unaware of what it is doing. 

For metals, the raw material of the earth, we need to make 
some provision under the community of nations. The anarchy 
of isolation will not suffice. We need to build into the con- 
sciousness of nations such as ours a sense of responsibility for 
mutual codperative control of our heritage, so that we can 
ultimately save something for the future. Otherwise future 
generations will look back to this age as we look back to the 
Dark Ages after the Roman Empire. 
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REMARKS BY THE CHAIRMAN 


CHAIRMAN JEssuP: Thank you, Professor Shotwell! 

Our next speaker is Assistant Secretary of State of the United 
States. The last twenty years of his distinguished public service 
have been devoted to Latin American affairs—the relations of the 
United States with its sister republics to the South. He has dealt 
with those affairs in the field in various capacities, as Special Com- 
missioner, as Ambassador to Cuba, and in the discharge of other 
functions ; he has dealt with them as Chief of the Division of Latin 
American Affairs in the Department of State. He is dealing with 
them now as Assistant Secretary of State. 

Only a few months ago he was one of the vital factors in the 
conduct of the Conference at Buenos Aires, the Conference which is 
referred to on the program as “the” Conference. I have great 


pleasure in introducing to you Mr. Sumner Welles, to speak on the 
work of that Conference. 
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RESULTS OF THE SOUTH AMERICAN 
CONFERENCE 


SUMNER WELLES 
Assistant Secretary of State 


4 NHE Inter-American Conference for the Maintenance 
of Peace held at Buenos Aires in December 1936 
marks the end of an old chapter in inter-American 

relations, and signalizes the beginning of a new epoch in this 

Western hemisphere. 

In order to make clear to you my reasons for making this 
assertion, let me remind you of certain of the phases which 
our own relations with the other American republics have 
undergone during the past hundred years. I think it may be 
said in all fairness that, during the decades immediately fol- 
lowing upon the declaration of their own independence by the 
majority of the American republics, their struggle to main- 
tain that independence and their endeavor to construct a sys- 
tem of democratic and representative government, such as the 
people of the United States had themselves established, were 
viewed with a genuine and friendly sympathy by our govern- 
ment and people. It is true that the difference in racial origin, 
the physical distance between the Latin American world and 
ourselves, and the lack of communications impeded, on the part 
of our own people, any intimate concern in, or detailed 
knowledge of, the progress made by these young democracies 
of the Americas along the paths of self-government, but our 
sympathy was genuine, and was not infrequently voiced by 
outstanding American statesmen of that period. Thereafter, 
for many decades, the United States undertook a policy of 
aggressive territorial expansion which may, perhaps, be said 
to have reached its most extreme form in the war with Mexico 
and to have ended a few years subsequent to the war with 
Spain. It was during that period, of course, that there were 
sown the seeds of the abiding belief on the part of the peoples 
of Latin America that the United States was dominated by 
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imperialistic ambitions, and it was that period during which 
confidence on the part of the rest of the continent in the good 
faith of the United States as a government was seriously 
impaired. 

With the turn of the century, a new phase began. There 
began to be manifested what might be termed a missionary 
spirit on the part of our own people. The great republics of 
South America had already reached a stage of self-develop- 
ment which precluded any direct interference on the part of 
the government of the United States in their domestic affairs. 
Certain of the republics of the Caribbean and of Central 
America, which had perhaps not yet attained the same degree 
of stability in government, however, appeared to offer a fertile 
field for the manifestation of this evangelistic spirit. Public 
opinion here seemed to believe that because we ourselves had 
attained a notable degree of advancement in the art of gov- 
ernment, our own standards should prove desirable if laid 
down for the peoples of those adjacent countries, notwith- 
standing the fact that those standards might be neither 
adapted to, nor desired by, the peoples of those independent 
nations. Treaty relationships into which we entered during 
those early years of the twentieth century with Cuba, Haiti 
and the Dominican Republic and the armed interventions 
undertaken by the United States in certain of the Caribbean 
and Central American republics during that same period have 
their origin, I am convinced, in this root cause. That pressure 
from commercial and financial interests within the United 
States played its part in the formulation of this policy of 
domination cannot be denied. The policy so undertaken was, 
of course, likewise predicated upon the belief that were the 
United States itself to refrain from undertaking this type of 
self-imposed assistance to these weaker nations, when domestic 
turmoil occurred, some non-American power would intervene 
in direct violation of the fundamental principles of the policy 
of self-preservation of the United States. And yet, as one 
looks back today, what have we as a people gained by that 
particular manifestation of policy? I know of no act of inter- 
vention undertaken by the United States which has accrued 
to the benefit of the American people. We reaped only hos- 
tility, suspicion and ill will, and, in similar degree, I am un- 
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able to find that the people of those countries where such 
intervention took place gained any benefit other than the tem- 
porary advantage which the road construction or the sanitation 
imposed upon them brought them. It has been demonstrated 
by this experience—if such experience were necessary—that 
domestic peace and the utilization of the orderly processes of 
democratic self-government cannot be imposed from without 
by an alien people; they can arise only from the individual 
genius, the needs and the will of peoples themselves. 

Finally, it has been brought home to us during these same 
years of the twentieth century in unmistakable terms that, if 
the people of the United States desire to avail themselves of 
the continental market for the benefit of their own export 
trade, or if they desire to retain the good will of their southern 
neighbors, they will render these objectives impossible of at- 
tainment if they persist in their determination to build a tariff 
wall about the United States so high as to make it impossible 
for the other American republics to sell to the people of the 
United States. 

This summary review of the relations between the United 
States and its sister republics of the Americas, involving as it 
does the changes in our own policy from the extremes of frank 
imperialism and “dollar diplomacy” to the “big brother” 
attitude, brings forcefully home to us with what reason our 
neighbors to the south have regarded us at times with fear, 
with deep suspicion, and with resentment. It became perfectly 
apparent to every thinking man or woman in the United 
States that until the grounds for antagonism, enmity and 
suspicion had been dispelled—and dispelled by deeds, not by 
words—any permanent improvement in relations between the 
United States and the other American republics was out of 
the question. 

When I speak of the chapter now concluded, I desire by 
no means to exclude from that chapter the grave deficiencies 
in the relations between the other American republics. The 
pages of history included in that chapter have seen many 
jealousies and rivalries between the southern republics, many 
failures to adopt the procedure of reason and conciliation 
when controversies arose, many losses of opportunity to solve 
the dispute in its early stages rather than to permit it to grow 
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until public opinion on both sides had become so inflamed 
that the resort to arms was inevitable. Only a few years ago, 
for example, an armed conflict of major proportions between 
the great republics of Colombia and Peru was averted at the 
last moment only because of the statesmanship and will for 
peace of President Benavides of Peru and of President Olaya 
Herrera of Colombia, whose recent death has been a loss 
which every citizen of the Americas must recognize; and 
even more recently, the war between Paraguay and Bolivia, 
which actually had broken out, was arrested only because of 
the willingness of the governments of those two republics to 
agree to the friendly mediation of a group of American states. 

But it was more than clear in 1933 that if real progress 
was to be made in placing inter-American relationships upon 
that solid foundation of mutual trust, friendship and under- 
standing which I think every American citizen today believes 
to be to his own advantage, the initiative must be undertaken 
by the United States. In the period which elapsed between 
March 1933 and December 1936, I think the American people 
justly feel that their government did its part in achieving 
those aims, not by words, but by deeds. I have, on other 
occasions, in some detail, related what these steps have been, 
and I feel that all of you whom I am addressing today are 
familiar with that page of our foreign policy. I may further 
add that if that page had not been written, the Buenos Aires 
Conference could never have been held. For many years past, 
in inter-American conferences, the United States delegation 
found itself suspected of ulterior motives and regarded with 
open hostility by its colleagues. At Buenos Aires, it found 
itself an equal among equals and a friend in a gathering of 
friends. 

You are all of you familiar with the fact that the Inter- 
American Conference for the Maintenance of Peace assembled 
by invitation of the President of Argentina upon the initiative 
of the President of the United States. When the Chaco war 
was arrested and a state of peace prevailed throughout our 
continent, it seemed to the President the part of wisdom, as 
he said in the letter which he addressed to the other American 
presidents on January 30, 1936, that the American republics 
should consequently “seize this altogether favorable oppor- 
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tunity to consider their joint responsibility and their common 
need of rendering less likely in the future the outbreak or the 
continuation of hostilities between them and by so doing serve 
in an eminently practical manner the cause of permanent peace 
on this western continent”. Furthermore, the President was 
not unmindful of the situation which prevailed in the world 
at large. Old antagonisms in other quarters of the globe were 
once more arising, rearmament policies were again being em- 
barked upon, militaristic expansion was undermining world 
peace. The President therefore made clear in his letter his 
belief that the steps which he suggested “ would advance the 
cause of world peace inasmuch as the agreements which might 
be reached would supplement and reinforce the efforts of the 
League of Nations and of all other existing or future peace 
agencies in seeking to prevent war”. 

What President Roosevelt made doubly clear by this per- 
sonal letter, which he addressed to the other American chiefs 
of state, was that he had in mind no plan of narrow isolation, 
but that he did desire to further a method of friendly and 
practical codperation between the peoples of the Americas in 
order to assure the maintenance of peace in the Western world, 
and in that manner to advance the cause of peace everywhere. 

The accomplishments of the Conference can be classified 
under two headings: accomplishments in the form of written 
instruments, and gains of a spiritual character. With the 
latter aspect of the Conference I need deal very briefly. I 
may merely state that throughout the sessions of the Confer- 
ence there existed an entire lack of suspicion, of recrimination 
and of friction. As I have stated on other occasions, there 
was not only a complete unanimity as to the objectives to be 
sought, there was also for the first time in the history of inter- 
American conferences a complete unanimity of opinion as to 
the methods to be employed. The three major conventions 
adopted by the delegates were presented to the Conference 
jointly by the twenty-one delegations, and when the Confer- 
ence adjourned there was a greater measure of real under- 
standing and friendship between all of the delegations repre- 
sented than there had been at the opening session. 

During the course of its sessions the Conference adopted 
eleven treaties and conventions, and sixty-two resolutions and 
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declarations. I will limit myself to listing very briefly what 
I conceive to be the outstanding instruments to which the 
nations represented at Buenos Aires subscribed. First of all, 
let me cite the ‘‘ Convention for the Maintenance, Preserva- 
tion, and Reestablishment of Peace”. This convention estab- 
lishes in contractual form the obligation on the part of the 
American republics to consult together for the purpose of 
finding and adopting methods of peaceful codperation in cer- 
tain contingencies. These contingencies are as follows: 


1. Whenever the peace of the American republics is men- 
aced, whether that menace arises through threat of war be- 
tween American states or whether it be of any other nature 
whatsoever; and 

2. “In the event of an international war outside America 
which might menace the peace of the American republics”, 
in order to “ determine the proper time and manner in which 
the signatory states if they so desire, may eventually codperate 
in some pacific action tending to preserve the peace of the 
American Continent ”. 


This convention provides the following new factors in 
inter-American relationships: first of all, the mechanism for 
consultation, namely, the respective foreign offices; second, 
the scope of the consultation provided for, namely, the finding 
and adopting of methods of peaceful codperation; and third, 
the practical method for the mobilization of public opinion 
on the American continent in behalf of the maintenance of 
peace. In the event that the peace of the Americas is threat- 
ened in any of the ways above indicated, and the twenty-one 
governments, upon the demand of any one of them, consult 
together, I believe that public opinion in every one of the 
republics will insist that the governments consulting together 
find the peaceful solution. Furthermore, this convention 
makes it possible for the peaceful solution to be found at the 
outset of a controversy—at the moment that the threat to peace 
first appears upon the horizon. That in itself is a major 
safeguard. 

As an additional protocol the Conference unanimously de- 
clared “inadmissible the intervention of any one of them, 
directly or indirectly, and for whatever reason, in the internal 
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or external affairs of any one of the other parties’ and agreed 
likewise that “the violation of the provisions of this article 
shall give rise to mutual consultation, with the object of ex- 
changing views and seeking methods of peaceful adjustment ”. 

In close relation to the convention and protocol just referred 
to is the “‘ Convention to Coordinate, Extend and Assure the 
Fulfillment of Existing Treaties between the American States”. 
This convention refers specifically to the five peace instru- 
ments to which the American republics are already parties: 
the Gondra Treaty of 1923 to avoid and prevent conflicts; the 
Kellogg-Briand Pact of 1928; the General Convention of 
Inter-American Conciliation, 1929; the General Treaty of 
American Arbitration, 1929; and the Treaty of Non-Aggres- 
sion and Conciliation, known as the Anti-War Pact, of 1933. 
It recognizes the obligations of the American nations under- 
taken in those earlier treaties to settle by pacific means all 
disputes which may arise between them. Through this con- 
vention the American republics likewise agree that, when an 
emergency arises affecting their common interest in the main- 
tenance of peace, they will, through consultaticn and codpera- 
tion, assist the other American republics in fulfilling existing 
obligations for pacific settlement, while at the same time recog- 
nizing the general right of each American state to individual 
liberty of action. Should any dispute arise between two or 
more of the parties, and should consultation on the part of the 
American republics take place, the parties in dispute agree 
that they will have no recourse to hostilities nor take any 
military action whatever during a period of six months. 
Moreover, those states which may be involved in some con- 
troversy, and which have been unable to solve the controversy 
by diplomatic negotiations, agree not only to have recourse to 
one or more of the peace instruments above cited, but also 
to report the method for pacific settlement which they adopt, 
and the progress made thereunder in the adjustment of their 
dispute, to all of the other signatory states. Finally, in the 
event that any American republics should fail to carry out 
their obligation to settle solely by pacific means the contro- 
versies which may arise between them, the signatories agree 
to “adopt in their character as neutrals a common and soli- 
dary attitude”, to consult immediately with one another, and 
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‘ 


to “consider the imposition of prohibitions or restrictions on 
the sale or shipment of arms, munitions and implements of 
war, loans or other financial help, to the states in conflict, in 
accordance with their municipal legislation and without detri- 
ment to their obligations derived from other treaties”, in 
order to discourage or prevent the spread or elongation of 
hostilities. 

Another signal contribution to closer relationships between 
the American republics, and to the creation of that unpreju- 
diced and friendly understanding which is one of the surest 
foundations for the maintenance of peace, was the “ Conven- 
tion for the Promotion of Inter-American Cultural Relations ”’, 
by which the American governments each agree to award 
fellowships in some one of their universities or colleges to 
two graduate students or teachers from each other American 
country, and to receive an exchange professor from each of 
the other American republics to lecture and to teach in appro- 
priate institutions of learning. 

Furthermore, the American governments unanimously joined 
in demanding the abolition of economic barriers to peace. 
They recommended the reduction of excessive or unreasonable 
prohibitions and restrictions upon international commerce, and 
that this policy be carried forward through the conclusion or 
revision of bilateral commercial agreements and treaties. They 
likewise recommended the suppression of all discriminatory 
practices in their commercial policy, including those arising 
in connection with import license systems, exchange control, 
and bilateral clearing and compensation agreements, and called 
upon the other nations of the world to join with them in the 
removal of those economic barriers which so gravely menace 
today the maintenance of world peace. 

Finally, I will list among the outstanding achievements of 
the Conference the “ Declaration of Principles of Inter- 
American Solidarity and Cooperation” adopted by the Con- 
ference upon the initiative of the five republics of Central 
America. The text of this declaration is as follows: 


The Governments of the American Republics, having considered : 


That they have a common likeness in their democratic form of gov- 
ernment, and their common ideals of peace and justice, manifested in 
the several Treaties and Conventions which they have signed for the 
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purpose of constituting a purely American system tending towards the 
preservation of peace, the proscription of war, the harmonious develop- 
ment of their commerce and of their cultural aspirations demonstrated 
in all of their political, economic, social, scientific and artistic activities ; 

That the existence of continental interests obliges them to maintain 
solidarity of principles as the basis of the life of the relations of each 
to every other American nation; 

That Pan Americanism, as a principle of American International Law, 
by which is understood a moral union of all of the American Republics 
in defense of their common interests based upon the most perfect equality 
and reciprocal respect for their rights of autonomy, independence and 
free development, requires the proclamation of principles of American 
International Law; and 

That it is necessary to consecrate the principle of American solidarity 
in all non-continental conflicts, especially since those limited to the 
American Continent should find a peaceful solution by the means estab- 
lished by the Treaties and Conventions now in force or in the instru- 
ments hereafter to be executed, 

The Inter-American Conference for the Maintenance of Peace declares : 

1. That the American Nations, true to their republican institutions, 
proclaim their absolute juridical liberty, their unrestricted respect for 
their several sovereignties and the existence of a common democracy 
throughout America; 

2. That every act susceptible of disturbing the peace of America 
affects each and every one of them, and justifies the initiation of the 
procedure of consultation provided for in the Convention for the Main- 
tenance, Preservation and Reestablishment of Peace, executed at this 
Conference; and 

3. That the following principles are accepted by the international 
American community : 

(a) Proscription of territorial conquest and that, in consequence, no 
acquisition made through violence shall be recognized ; 

(b) Intervention by one State in the internal or external affairs of 
another State is condemned; 

(c) Forcible collection of pecuniary debts is illegal; and 

(d) Any difference or dispute between the American nations, whatever 
its nature or origin, shall be settled by the methods of conciliation, or 
full arbitration, or through operation of international justice. 


I know of no relationship existing between nations of the 
world today which is on a higher plane than that proclaimed 
by the American republics by means of this declaration. If 
the twenty-one republics carry out the terms of this declara- 
tion in spirit as well as in letter, they will indeed be able to 
mark the new era in inter-American relationships which I 
believe to be before us as arising from the date of the signing 
of this declaration. 
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If I were to be asked what I believe to be the one most 
essential feature in this new inter-American relationship, the 
reply would have to be, “ the sanctity of the pledged word”. 
The plight which our modern world finds itself in today is 
due obviously to a variety of causes—many of them material 
and many of them undoubtedly moral—but it seems to me that 
if there were any one outstanding factor responsible for the 
growth of fear, and for the loss of confidence between nations, 
it would be the flagrant disregard by nations of their treaty 
obligations. No one would presume to say that treaties en- 
tered into under duress or which contained injustices or in- 
equities are not breeders of international antagonisms, and 
should not consequently be revised through negotiation, but if 
international law still exists, if our modern civilization, so 
painfully built up during these past centuries, rests on any 
foundation, it must necessarily be founded upon the sanctity 
of treaties. There can be no healthy international relationship, 
if nations violate by unilateral action the obligations into 
which they have solemnly entered. There can be no hope for 
the peaceful adjudication of international disputes until, and 
unless, the nations of the world are again enabled to have 
faith in the sanctity of the pledged word. 

That is why I stress this factor as an indispensable requisite 
in the ideal inter-American relationship. There are pending 
controversies between the American republics which must be 
solved if the peace of the Americas is to be maintained. 
Many of these disputes, I am glad to say, are already in 
process of adjudication by the peaceful processes of concilia- 
tion or arbitration. They are relatively few in number, and 
that they can be solved in this manner to the advantage of us 
all cannot be doubted, always provided the will to peace and 
the maintenance of the pledged word of the participants in the 
negotiations prevail. 

Many of the American republics today are in the same 
situation in which the United States was placed during the 
nineteenth century. To develop the natural resources of our 
country, the investment of foreign capital was required—and 
that is the situation in many of the republics to the south of us. 
To develop their own vast natural resources, as yet hardly 
touched, the investment of foreign capital and the opening 
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of trade channels abroad are essential. Except on the basis 
of confidence, which must rest primarily on faith in the pledged 
word of the governments of those countries, and on the con- 
viction that it will receive fair and equitable treatment, in- 
vestment of new capital on reasonable and mutually profitable 
terms cannot be anticipated. The promotion of the economic 
development of the entire continent, which should bring with 
it increased employment and improved standards of living to 
all of our peoples, is chiefly dependent upon this one essential. 

In this new epoch, there is also a need for an ever increas- 
ing stimulation of communications between our peoples. Some 
advances in material communication of recent years have been 
of the utmost benefit. The development of aviation has 
brought us all closer to one another. The development of 
highroads and the improvement of steamship communications 
are equally essential. 

In the field of intellectual communication a great step ahead 
was taken at Buenos Aires. The governments of all of the 
republics have now pointed the way by assuming themselves 
the responsibility for providing for a limited interchange of 
students and teachers between all of the American countries. 
It is to be hoped that the start so made will bring in its wake 
an initiative on the part of universities everywhere, and on 
the part of those foundations and other organizations in the 
United States and in many of the other American republics, 
which can so greatly assist in bringing about that closer and 
better understanding of each other by the young men and 
women of the continent, which would tend to prevent that 
type of misunderstanding and prejudice so often conducive to 
national antagonisms. 

Finally, the new period before us offers the American 
democracies, if they stand together, an opportunity unrivaled 
in its potentialities. I am well aware that certain sensational 
writers in our own country have claimed, since the Buenos 
Aires Conference, that democracy as we understand it is held 
in poor esteem in some of the other American republics. Not 
infrequently, I have also noted an apparent insistence on the 
part of such writers that the United States ought to do some- 
thing about it. It is a strange thing that a certain type of 
professional liberal is always very liberal except in so far as 
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his own point of view is concerned. If there is one thing 
above all others that the government of the United States 
today stands for in its relationship with the other republics 
of this hemisphere, it is its utter unwillingness to interfere, 
directly or indirectly, in the domestic concerns of those nations. 
Of one other thing I am equally convinced, and that is the 
fact that, no matter what certain passing manifestations may 
indicate, the life of every one of the republics of the Americas 
is instinct with the spirit of democracy. 

There is no greater safeguard for democracy as we live it 
here in the United States, and as we understand it today, 
than international security. The example which the American 
governments gave the world at Buenos Aires, that a quarter 
of a billion of human beings, the citizens of twenty-one inde- 
pendent republics, can agree together to maintain peace be- 
tween themselves, in order to advance their common good as 
well as their individual interests, is one from which the 
peoples of the rest of the world have already taken renewed 
hope and courage. To quote a phrase used not long ago by 
the distinguished President of Columbia University, the Ameri- 
can democracies can be and have shown themselves to be a 
“ stabilizing factor” in the universe of today. That, I believe, 
is the destiny of this New World. 


REMARKS BY THE CHAIRMAN 


CHAIRMAN JEssuP: Thank you, Mr. Secretary. 

The next speaker is just completing a quarter-century of service 
as United States Senator from Nevada. For the last four years he 
has been Chairman of the Committee on Foreign Relations of the 
Senate, and in that position has played a leading part in the formu- 
lation of the legislation on neutrality in 1935-36, and during the 
current session. It is on “ The Policy of Neutrality” that he will 
speak to us now. 

I have great pleasure in introducing Senator Pittman. 
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THE POLICY OF NEUTRALITY 


HON. KEY PITTMAN 


United States Senator from Nevada 
Chairman, Committee on Foreign Relations 


dress you on the subject “ The Policy of Neutrality ”. 

It is always a pleasure to discuss with scholars and 
distinguished students vital problems that require immediate 
action by Congress. I gain inspiration from such a discussion, 
though I approach this subject with some humility in the 
presence of the distinguished members of this nationally known 
and recognized Academy of Political Science. 

I am restricted under the program to the topic, “ Our Policy 
of Neutrality”. I prefer under this title to discuss proposed 
Congressional legislation intended to aid us in keeping out of 
foreign wars. 

The President and the Congress of the United States at the 
present time are naturally most interested in those phases of 
neutrality which will tend to keep our country out of the 
threatened, if not impending, world war. 

While the general definition of neutrality is well under- 
stood, it is well known to you also that international writers, 
international lawyers, courts and arbitration bodies have given 
peculiar definitions to the expression, deemed necessary in 
defining the rights of belligerents as well as neutrals during 
war. For instance, is is held by high authority that it is un- 
neutral for a neutral, after war has commenced, so to change 
its financial and commercial relations with the belligerent as 
to take such belligerent by surprise and suddenly deprive it of 
sources of supply upon which it had depended, and the depri- 
vation of which will seriously injure it in the conduct of its 
defense. I call attention to this view solely as an illustration 
of an extreme case which, while apparently just to the bel- 
ligerent, may work great harm to the neutral, in arousing the 
animosity of the enemies of such belligerent and possibly in- 
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voluntarily involving the neutral in a foreign war not of its 
own making. 

For instance, during the Italo-Ethiopian war, Mussolini de- 
clared that the placing of an embargo by the League of Nations 
upon the export of oil to Italy would be deemed not only an 
unneutral but an unfriendly act, attended with grave conse- 
quences. In fact, he clearly indicated that he would consider 
such an embargo a casus belli. At the time this matter was 
under consideration by the League of Nations, when the Presi- 
dent indicated that he was considering bringing about an 
embargo upon the export of oil to both of the belligerents, 
Mussolini communicated to our government that he would 
consider such an act both unneutral and unfriendly. This whole 
incident was packed with the most sensitive explosives of 
imminent war! 

Our government, in my opinion, undoubtedly has the legal 
right to place an embargo upon the export of any commodity. 
The Supreme Court of the United States in a recent decision 
entitled United States v. Curtiss-Wright Export Corporation 
et al. seems to hold that the President possesses such power 
without expressed authority of Congressional enactment. Cer- 
tainly such an act is not prohibited by any so-called inter- 
national law recognized by, or binding upon, the United States. 
There is no existing treaty, of which I have knowledge, that 
would prohibit such an act. Two treaties, which might have 
been so construed, have been vitiated through the acts of the 
parties to such treaties. Whether the exertion of such right 
is moral, just and wise during war is a grave question. It is 
for this reason that Congress has determined that any such 
restrictive legislation must be enacted during times of peace, 
so that all future belligerents may have notice. 

Wars between powers separated by the seas have most often 
arisen over controversies with regard to the ‘“‘ freedom of the 
seas”. In the very nature of things, as no government beyond 
the limits of its territorial waters has any sovereignty over the 
seas, all governments possess absolute and complete freedom 
upon the seas, except in so far as they may have voluntarily 
restrained or surrendered a part of such rights through national 
legislation, treaties, or through the recognition and conformity 
with certain general customs universally recognized and ac- 
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cepted by governments. These universally accepted customs 
are included in what is designated as “ international law ”. 

Philosophers from the earliest times have written upon the 
law of the seas. These rules of conduct, universally desig- 
nated as international law, have relation generally to the rights 
of neutrals and the rights of belligerents upon the high seas 
during war. Grotius, one of the earliest writers upon the 
subject, as far back as 1625, in dealing with the questior of 
contraband, divided contraband into three classes, namely: 
“(1) those that were of use only in war, (2) those that were 
of no use in war, but served only for pleasure, and (3) those 
that were useful both in war and in peace.” He held that 
the first was contraband of war subject to seizure and confis- 
cation; that the second was free; and that the third became 
contraband of war if the “ belligerent could not protect him- 
self without seizing it”’. 

This rule has been substantially approved in principle by all 
of the great governments of the world, and has been restated 
in treaties at various times with various modifications. The 
difficulty arises in the application of the rule. What are the 
articles and materials that constitute contraband, non-contra- 
band and conditional contraband? Some governments by their 
proclamations and their treaties have abandoned the classifi- 
cation of non-contraband, dividing contraband into the two 
classes, that is, contraband and conditional contraband. The 
question, then, arises during naval warfare as to the circum- 
stances that change conditional contraband into absolute con- 
traband. Who is to determine whether the “ belligerent could 
not protect himself without seizing it”, that is, seizing con- 
ditional contraband of war? Undoubtedly Grotius meant that 
the belligerent should primarily determine such a question. 
This has been and ever will be a source of violent controversy 
between belligerents and neutrals. Primarily, the belligerents 
determine and proclaim what constitutes absolute contraband 
and conditional contraband, and the circumstances in which 
conditional contraband will be treated as absolute contraband. 

The neutrals, on the other hand, desiring that their com- 
merce and trade shall be interfered with as little as possible, 
make and assert their own definitions of contraband, non- 
contraband and conditional contraband. They also for them- 
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selves declare the rule as to what state of facts and what acts 
result in the conversion of conditional contraband to absolute 
contraband. 

Such was the practice of the belligerents and the neutrals 
during the World War. Our government, before it entered 
the War, asserted the broad rights of neutrals with the re- 
stricted list of contraband and yet, when it entered the War, 
it repudiated its former contentions as a neutral and as a bel- 
ligerent adopted most of the rules, policies and practices of 
the belligerents against whom it had so strongly complained. 
It depends upon whose ox is gored. Neutral nations always 
anticipate the time when they may be called upon to defend 
the lives of their nationals, their property and their govern- 
ment. It is a fear of becoming a belligerent that prevents 
governments in times of peace from agreeing upon rules 
that would protect the rights of neutrals. It is this fear of 
becoming a belligerent that has made impossible the serious 
attempts through the years to codify the so-called rules of 
international law. 

I again repeat that what our government is most vitally 
interested in at the present time is the enactment of laws pre- 
scribing rules of conduct for our own citizens, during a foreign 
war, which will eliminate some of the chief causes that have 
heretofore dragged us into such wars. 

Whether these rules be necessary or not under the implied 
powers of the President, nevertheless they constitute the pro- 
nouncement of a policy which undoubtedly will be respected 
by the President in the conduct of foreign affairs. 

At a time when another world war of even greater magni- 
tude and destructiveness is threatened, if not impending, we 
have little time to discuss the academic questions involved in 
the rules of contraband, blockade, mining the open seas, and 
other questions generally included in the hazy doctrine of the 
“freedom of the seas”. We must first prepare to meet an 
emergency. When peaceful conditions throughout the world 
arrive, it will be the duty of governments to renew the attempt 
to have all governments, through a convention or conventions, 
adopt certain fundamental and humane rules of warfare. 
These conventions will be morally, if not legally, binding 
upon the governments that adhere to such conventions. The 
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convention will in itself be a codification of international law. 
There is no other way, in my opinion, to accomplish the estab- 
lishment and codification of international law. We should 
then bend every energy also, through universally accepted and 
ratified conventions, or at least through the adoption and 
ratification of such conventions by all of the powerful nations 
of the world, to secure the adjustment of international contro- 
versies by peaceful means. 

In preparing for the next world war, and in determining 
what action we shall take on our own behalf in such event, it 
would seem wise and profitable that we should consider our 
relations to the last World War, and the causes that involved 
us in that great catastrophe. 

When the War broke out in Europe in 1914, our govern- 
ment contended that under international law the citizens of 
the United States had a right to export anything to belliger- 
ents, and that only arms, ammunition and implements of war 
were absolute contraband subject to seizure and confiscation 
on the high seas, unless such other articles and materials were 
being shipped to, or for the direct use of, the military forces 
of a belligerent, or to a port occupied or blockaded by a bel- 
ligerent. 

Instantly the recurrent controversy between belligerents and 
neutrals arose. All of the belligerent powers, as is customary, 
arbitrarily made and defined their own lists of contraband 
and conditional contraband. These lists of contraband con- 
tained numerous articles other than arms, ammunition and 
implements of war, such as fuels, foodstuffs and clothing. The 
rules governing the conversion of conditional contraband to 
absolute contraband were so broad that substantially all items 
listed as conditional contraband were treated by the belligerent 
powers as contraband, subject to seizure and confiscation. 

In fact, early in the War, Great Britain, by reason of the 
alleged action of the German government in covering into 
her military forces all of her subjects and in taking over con- 
trol of all property, abolished the distinction between contra- 
band and unconditional contraband, and proclaimed everything 
going to her enemies to be absolute contraband of war. Ger- 
many and her allies, of course, instantly followed the same 
course. The result was that there was nothing that we could 
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ship to any belligerent without having it subject to seizure 
and confiscation. 

Our government protested violently against this usurpation 
of the alleged rights of neutrals. These protests accomplished 
nothing. There was no treaty to which we could appeal, and 
there was no rule of international law that the belligerents 
recognized as binding upon them in the circumstances. There 
was no way to protect and enforce our alleged rights save by 
war or acts of war. We had the alternative of surrendering 
our alleged rights or fighting for them. The uncertainty and 
impotency of so-called international law, at least during war, 
was conclusively demonstrated. 

Professor John Bassett Moore, distinguished authority on 
international law, correctly stated the condition of international 
law during war when he said: “ The ancient maxim inter 
arma leges silent merely states a fundamental legal principle, 
which was happily expressed by Shakespeare in the line, ‘ The 
law hath not been dead, though it hath slept.’”” As we must 
have some law, even for the governing of our own citizens 
during war, and as international law sleeps during war, we 
will have to make our own laws. 

Great Britain then violated the accepted rules of blockade 
and the humane understanding that destructive mines should 
not be placed in the high seas. On November 3, 1914, she 
announced: “ They therefore give notice that the whole of 
the North Sea must be considered a military area. Within 
this area merchant ships of all kinds, traders of all countries, 
fishing craft, and other vessels will be exposed to the gravest 
dangers from mines which it has been necessary to lay and 
from warships searching vigilantly by night and day for sus- 
picious craft.” 

The Declaration of Paris, in defining blockades, declared: 
“ Blockades, in order to be binding, must be effective; that 
is to say, maintained by a force sufficient really to prevent 
access to the coast of the enemy.” Similar definitions have 
been given at various times by courts, boards of arbitration, 
and writers upon international law. Under none of these defi- 
nitions, nor under the accepted customs of international law, 
was it legal for Great Britain to take the action provided for 
in her declaration. She strewed mines on the high seas, in the 
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course of travel between neutrals, which demonstrated her 
contempt for all so-called rules of international law. 

The United States, of course, made every protest and de- 
mand that such violent action warranted. Nothing was 
accomplished by these protests and demands. Great Britain 
justified such acts on the grounds that it was legitimate retalia- 
tion against Germany for her illegal use of the submarine in 
sinking merchantmen without notice and without making pro- 
vision for the safety of the lives of those on board. 

There is always, it appears, some exception or excuse that 
belligerent governments can find and use to justify the viola- 
tion of their treaties and of the so-called rules of international 
law. 

And then Germany, on January 31, 1917, in retaliation 
against Great Britain, as she alleged, established a war zone 
upon the high seas around Great Britain, France, Italy, and 
the eastern Mediterranean. This zone not only surrounded 
these countries but covered trade routes on the high seas be- 
tween neutrals. In giving public notice of the establishment 
of such zone, she declared: ‘‘ Under these circumstances Ger- 
many will meet the illegal measures of her enemies by force- 
fully preventing, after February 1, 1917, in a zone around 
Great Britain, France, Italy, and the eastern Mediterranean, 
all navigation, that of neutrals included, from and to England, 
from and to France, etc. All ships met within that zone will 
be sunk.” 

There was no question of contraband involved here. Any 
neutral vessel, including our own, entering the zone with or 
without its knowledge, accidentally or deliberately, carrying 
neutral cargo to a neutral country, would be sunk without 
notice. Our government gravely protested against such an 
inhuman proposal, which violated every accepted custom of 
naval warfare. Germany stood on the supreme law of self- 
defense and the alleged right of retaliation, and so our gov- 
ernment, having no remedy save war, sought to bring about 
an adjustment between Germany and her enemies so that the 
destruction of the lives as well as property of neutrals might 
cease. 

On January 18, 1916, Mr. Robert Lansing, Secretary of 
State, with the approval of the President, had addressed iden- 
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tical letters to the British Ambassador and the French, Russian 


and Italian Ambassadors, and the Belgian Minister, in which 
he said: 


While I am fully alive to the appalling loss of life among non- 
combatants, regardless of age or sex, which has resulted from the 
present method of destroying merchant vessels without removing the 
persons on board to places of safety, and while I view that practice as 
contrary to those humane principles which should control belligerents 
in the conduct of their naval operations, I do not feel that a belligerent 
should be deprived of the proper use of submarines in the interruption 
of enemy commerce, since those instruments of war have proved their 
effectiveness in this particular branch of warfare on the high seas. 


In this letter Mr. Lansing laid down five rules governing 
the conduct of submarines and merchantmen. I will not set 
out these rules. I will quote only one of the paragraphs from 
this letter, which I think discloses the gist of the proposition. 
Mr. Lansing wrote: 


It would therefore appear to be a reasonable and reciprocally just 
arrangement if it could be agreed by the opposing belligerents that 
submarines should be caused to adhere strictly to the rules of inter- 
national law in the matter of stopping and searching merchant vessels, 
determining their belligerent nationality, and removing the crews and 
passengers to places of safety before sinking the vessels as prizes of 
war, and that merchant vessels of belligerent nationality should be 
prohibited and prevented from carrying any armament whatsoever. 

In presenting this formula as a basis for conditional declarations by 
the belligerent governments, I do so in the full conviction that your 
government will consider primarily the humane purpose of saving the 
lives of innocent people rather than the insistence upon a doubtful legal 
right which may be denied on account of new conditions. 


All of the governments so addressed declined to accept or 
consider such proposals. The President then announced to the 
world that he intended to stand on our rights under inter- 
national law. We had stood upon our alleged rights under 
international law from the very beginning of the World War. 
It had led us to the position that the President found our 
country in when he made that celebrated declaration. This 
announcement had no effect upon the situation. The sinking 
by submarines continued and the violation of all our rights 
under the accepted customs of nations with regard to naval 
warfare proceeded with renewed vigor. 
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On the 13th day of March, 1917, the President proclaimed 
armed neutrality and ordered the arming of our merchant 
vessels. This was the gravest mistake that our government 
made. Between that date and our entry into the War on April 
6, 1917, less than a month, we lost the lives of a greater 
number of our citizens in the sinking of our merchantmen by 
submarines than we did from the beginning of the War until 
March 13, 1917. President Wilson, in his war message, recog- 


nized the failure of armed neutrality. In that address he 
said : 


When I addressed the Congress on the 26th of February last I thought 
that it would suffice to assert our neutral rights with arms, our right 
to use the seas against unlawful interference, our right to keep our 
people safe against unlawful violence. But armed neutrality, it now 
appears, is impracticable. Because submarines are in effect outlaws 
when used as the German submarines have been used against merchant 
shipping, it is impossible to defend ships against their attacks, as the 
law of nations has assumed that merchantmen would defend themselves 
against privateers or cruisers, visible craft giving chase upon the open sea. 


And such was the history of the relations of our govern- 
ment to the War before our entry. 

We relied upon international law as a justification for our 
citizens in traveling upon belligerent vessels. We relied upon 
international law as a justification for supplying the Entente 
powers with arms, ammunition, implements of war, and all 
materials and supplies essential to the successful conduct of 
the War by the Entente powers. We relied upon international 
law as a justification for the approval by our government of 
the sale of the bonds of the Entente powers in our country to 
enable them successfully to conduct the War. We relied upon 
international law in opposing the sinking of merchantmen by 
submerged submarines without notice. We relied upon inter- 
national law for our declaration of armed neutrality. We 
relied upon international law for every assertion of our alleged 
neutral rights. This reliance brought us no benefits or pro- 
tection and was our undoing. By our unrestrained supply of 
credit, by our unlimited and unrestrained supply of arms, 
ammunition and other contraband of war to the Entente 
powers, by our failure to force Great Britain to respect our 
undeniable neutral rights, we excited the German people and 
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aroused their hatred until they had conclusively determined 
before we entered the War to engage in war with us, either 
during the pending contest or after that war was over. They 
undoubtedly had in mind that they would win the World War 
and that we would be made to pay the entire cost of it through 
a subsequent war with us in which they hoped and expected 
to have powerful allies. 

This was clearly evidenced by the conspiracy that the Ger- 
man government attempted to consummate with our neighbor 
Mexico, and the powerful government of Japan. A hatred 
that inspired such an act and the intent for war could alone 
explain why an enlightened power, through its diplomatic 
officers in our country, at a time when we were at peace with 
it, and its diplomats were enjoying diplomatic privileges and 
immunity, would violate our hospitality and confidence and 
seek to destroy us. This act alone, without regard to other 
causes, justified our government in declaring a state of war 
to exist and was the chief reason why I voted for such dec- 
laration. 

And yet we must not be too intolerant. We must place 
ourselves in the position of the German people at that time. 
We must realize that they were fighting for their lives and 
their liberty. The law of self-defense excuses many violent 
and inhuman acts. 

The excuse for Germany’s illegal acts, and I may say also 
those of Great Britain, is best expressed in a memorandum 
written in 1915 by Secretary Lansing, in which he said: 


What does a government whose people are dying by thousands for 
the sake of their country care about a legal right of property? What 
is the observance of law compared to a nation’s life? How much do 
commercial interests weigh against the sacrifice of human life? That 
is the attitude of the governments of warring Europe. Can we blame 
them for their indifference to our legal rights? Can we blame them 
for their bitter complaints that we are mercenary, selfish, and un- 
sympathetic when we insist that our own rights shall be respected, if to 
do so seems to conflict with their efforts against their enemies? 


In this same memorandum he laid down the alternative for 
our government, in frank language. He said: 
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Unless this Government is prepared to back up its threats with force 
it is useless to make them. No one believes that we should go as far 
as that, if it can be honorably avoided. There is only one way to 
avoid the issue, and that is to adopt a conciliatory and amicable tone. 
Even that may fail to give partial relief, but it is the only way to obtain 
any relief under present conditions. 


His declaration was sound and true. His prophecy was 
sustained by history. Our insistence upon what we termed 
our legal rights could but lead to war, and I firmly believe 
that in the event of a similar war—and such a war is threat- 
ened—if we follow the same course of action we will again be 
involved in a foreign war. 

And so Congress seeks to profit by our experience in the 
last war, that we may be able to keep out of the next war. 
The Senate and the House of Representatives have enacted 
legislation of a similar character, now pending in conference 
between the two Houses. This legislation prohibits our citizens 
from traveling on belligerent vessels except under such rules 
and regulations as the President may make to meet emergen- 
cies. It prohibits the arming of our merchant vessels engaged 
in commerce with belligerents. It prohibits loans to belliger- 
ent governments, or the sale in the United States of bonds, 
securities or other evidences of indebtedness of such govern- 
ments. It provides that armed merchantmen of belligerents 
may enter our territorial waters only under such rules and 
regulations as the President may prescribe. It permits our 
citizens to sell to belligerents as well as to neutrals any and 
all products save arms, ammunition and implements of war. 
It defines and places an embargo upon the exportation of arms, 
ammunition and implements of war to belligerents. This is 
the only embargo imposed. It cannot be enlarged by any 
agency of our government. The only restriction upon the sale 
or export of other goods is that the title of such goods when 
intended for export to a belligerent shall be transferred from 
the citizen of the United States before being placed upon a 
vessel for shipment to a belligerent. There is another pro- 
vision which authorizes the President of the United States to 
prohibit vessels of the United States from transporting such 
articles and materials in addition to arms, ammunition and 
implements of war, when he determines that such transporta- 
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tion of such articles or materials to belligerents will endanger 
the lives of our citizens and threaten the peace of our country. 
Most of the lives of our citizens were lost while traveling upon 
the vessels of belligerents. There is no good reason why our 
citizens should travel on vessels of belligerents. It is not only 
unnecessary but it is a useless danger for them to take and, 
upon their destruction, causes greater excitement among our 
people than anything else that leads to war. No one, I be- 
lieve, can successfully oppose this provision. No one has seri- 
ously opposed the placing of an embargo upon the export of 
arms, ammunition and implements of war to belligerents. 
There is no reason to oppose the prohibition against the arm- 
ing of our merchant vessels. Such arming is no defense 
against a submerged submarine and invites and even justifies 
attack. 

There is considerable complaint against the provision re- 
quiring a transfer of title of our goods before they are exported 
to belligerents. Some contend that it is an unjustifiable burden 
upon our producers. Nearly all manufacturers ship their goods 
in the United States f.o.b. Why should our citizens be re- 
quired by belligerent countries to take the risk of the loss of 
their goods in crossing a sea infested with submarines and 
war vessels of all of the belligerents intent on destroying com- 
merce intended for their enemies? It is a well-known fact 
that those who lose their goods always contend that the de- 
struction was illegal. They immediately start violent protests 
and seek to force our government to demand redress even to 
the point of war. These things have often involved neutral 
countries in foreign wars. 

It is again contended that the transfer of title to belligerents 
will bring the war to our doors. What reasonable grounds 
do they find for such an assertion? The place of attack is 
determined solely by naval strategy and naval necessities, and 
not by the ownership of the product being transported. It is 
well known that naval vessels cannot successfully operate 
three thousand miles away from their base of supplies. Where 
would submarines and naval vessels obtain their fuel, their 
ammunition and their supplies? A submarine might have a 
cruising radius that would carry it to the shores of the United 
States and back again to its base in Europe; but it could not 
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carry supplies sufficient for it to remain long upon our coast. 
At the most, a submarine cannot carry over ten or twelve 
torpedoes. When they are shot away, the submarine must 
return to its base for additional supplies of torpedoes. Imagine 
a German submarine traveling three thousand miles to shoot 
ten or twelve torpedoes and then returning three thousand 
miles through a sea covered with cruisers, destroyers and air- 
planes seeking its destruction! 

The same impracticable condition exists, but to a lesser 
degree, with regard to surface war vessels. None of these 
belligerent vessels could remain in our ports over twenty-four 
hours, and none of them could return to our ports within a 
period of three months thereafter. None of such war vessels 
could take on arms, ammunition, or any other supplies for the 
purpose of the conduct of war off our coast. It is far easier 
to blockade a narrow area near the enemy than it is to cover 
thousands of miles of the coastline of the United States. This 
contention is absurd. 

Strong opposition in some quarters is manifested against 
the provision permitting the President to prevent our mer- 
chantmen from transporting certain articles to belligerents. 
These opponents of the measure contend that it will injure 
our merchant marine. I do not believe that that would be 
true. Our vessels now engaged in trade with countries that 
became belligerent might be compelled to transfer their trade 
to neutrals. The history of the last War was that ships of all 
nations left the Pacific and the south Atlantic, abandoned 
their existing trade, and flocked to the Atlantic ports of the 
United States to carry the more profitable freight to the bel- 
ligerent countries. This abandoned trade would be open to 
the vessels of the United States. It might and probably would 
result in the opening up of commerce over trade routes from 
which our American vessels had been largely excluded. But 
it would be far more economical for our government if it paid 
to our merchant marine a bonus to cover the loss that it might 
sustain by reason of such restrictions than that our American 
seamen should lose their lives and that our people should be 
incited to war, as happened in the last War. 

This provision is intended solely for the purpose of pre- 
serving the lives of our seamen. It is intended to meet such 
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a condition of unrestrained submarine warfare as existed in 
1917. I do not believe that such warfare will ever again be 
carried on against our neutral vessels. If we mark our vessels 
each time that they leave our ports, so that they may be readily 
identified by belligerents, and not be compelled to rely upon 
a misused flag for such identification, and if we notify all 
belligerents that our vessels are unarmed, that they will stop 
when commanded, and that they will submit to peaceful visit 
and search, I am sure that such vessels will not be sunk as 
they were during the last war. If this eventuates, then there 
will be no danger of the loss of the lives of our seamen and 
there will be no necessity, therefore, to put in force and effect 
this provision of the Act. 

There are a great many wild expressions uttered, even by 
learned men, in opposition to any and all restraint upon our 
citizens and upon our commerce, even though Congress may 
deem such restraint necessary to keep us out of a foreign war. 
They say that we are surrendering the freedom of the seas. 
Well, what freedom of the seas? Do they mean the same 
freedom of the seas that we claimed prior to the last War? 
Do they mean the same freedom of the seas that was constantly 
and continually challenged by all of the belligerents for a 
period of nearly three years, while the lives of our citizens 
were being taken and our property destroyed? If they do 
mean that freedom of the seas, do they intend to fight for it, 
or will they allow the destruction and loss to continue, and 
after the war is over seek damages for such destruction, under 
some theory of international law? This may seem to inter- 
national lawyers, who profit through damage suits, to be ade- 
quate protection, even though such damage suits are rarely 
won. The American people do not recognize that there is any 
adequate compensation for the loss of the lives of our citizens. 

It is asserted that the reasonable restraint that we place 
upon our own citizens and upon our commerce will be more 
likely to drag us into the war than to keep us out of the war. 
What arguments have they in support of such a silly asser- 
tion? The people of this country fully realize the futility 
and tragedy of our entrance into the World War. They lost 
the lives of many of their sons. Others came back to them 
broken in body and mind, maimed, blinded, deranged, too 


[322] 


; 


No. 3] THE POLICY OF NEUTRALITY _ 51 


frequently to spend the rest of their hopeless lives in hospitals 
and insane asylums. And where was the financial profit? 
The money that we spent will never be recovered. The money 
that our government lent to the Entente powers with which to 
purchase our products will never be returned, and all of the 
false profits that our people thought they were making will 
be taxed out of them, and more for years will be taxed out of 
them, for the little comfort and protection that we can give 
to our heroic disabled soldiers. 

War was not so near to our people in 1917 and 1918. It 
may be much nearer to all of them in the event of another 
great war. All of us may be soldiers then; in fact, wars in 
these days are wars, participated in not alone by armies but 
by all the people and all the resources of their government. 
In the next war it is probable that there will be no war profits, 
and every man and woman will be required to serve first his 
government. 

I have mentioned these things only that the seriousness of 
war may be brought home to all of us, and that our people 
may be thinking more of keeping out of war than of the con- 
troversial questions of the “ freedom of the seas”, the rights 
of neutrals, and the rights of belligerents, and the possible 
injury to our merchant marine! 

Serious controversies constantly arose between the United 
States and Great Britain prior to our entry into the War, in 
regard to the seizure of our products in transit to neutral 
countries, which threatened the involvement of our country 
inthe War. These controversies included questions of contra- 
band, which was involved in a more hazy question of con- 
tinuous voyage. They involved the question as to whether 
Great Britain could take our vessels off the high seas into her 
ports for the purpose of search. They involved the question 
of military areas on the high seas and what constituted a 
blockade. These questions were so grave that had we asserted 
what we then believed to be our rights under international 
law, we would have been justified in pronouncing the acts of 
Great Britain as acts of war. Germany, however, precipitated 
our entrance into the War by her unrestrained submarine de- 
structions beginning in 1917, and by her conspiracy against 
our peace. The President in his Declaration of War stated: 
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I am not now thinking of the loss of property involved, immense and 
Serious as that is, but only of the wanton and wholesale destruction 
of the lives of noncombatants, men, women, and children, engaged in 
pursuits which have always, even in the darkest periods of modern 
history, been deemed innocent and legitimate. Property can be paid for; 
the lives of peaceful and innocent people cannot be. 


And so we were dragged into a futile and devastating war 
not of our own making and against our will. We might have 
avoided the horrors of such a war had we been less conten- 
tious with regard to what constitutes international law and 
our rights thereunder, and had we been willing to make some 
temporary sacrifices. 

It is not necessary to surrender our just rights, but it is 
better that we suspend them than that we lose the lives of our 
citizens without settling the questions and without any bene- 
ficial results. 

If we intend to assert what we claim to be our rights, let us 
not place the burden of protecting them upon helpless mer- 
chantmen, but let us place the responsibility upon our naval 
forces. Our government can not determine the rules of neu- 
trality; they may be determined only by a convention of 
nations. We can determine the acts of our own citizens in 
relation to a foreign war. This I conceive to be our duty. 
No mere handful of citizens seeking the excitement of travel, 
nor exporters seeking extraordinary profits, should be allowed 
to disturb the peace of our country and drive all of our people 
into a useless and devastating war. 
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DISCUSSION: THE UNITED STATES AND 
CONFLICTING WORLD FORCES 


CHAIRMAN JEssuP: The discussion of these four extremely inter- 
esting papers which we have listened to will be opened by Professor 
Fenwick, of Bryn Mawr College, in charge of the international law 
work there for nineteen years. In addition to his many other activi- 
ties he has recently served as international law expert to the American 
delegation, and was one of that delegation, at the recent Pan-American 
Conference at Buenos Aires. It is a great pleasure for me to intro- 
duce to you Professor Fenwick. 


PROFESSOR CHARLES G. FENWICK: It would be futile to deny 
that those of us who have crusaded over a period of seventeen years 
for a better-ordered world are sadly discouraged at the present day. 
We had high hopes in 1920 that new principles of law were going to 
be adopted by nations. Today, after seventeen years, we find those 
principles largely rejected by our fellow countrymen or, if not re- 
jected, set aside as no longer practicable. Because the ideal of a 
world of law and order could not be put into effective operation, we 
find our fellow citizens abandoning the ideal ; because the conditions 
under which we sought to establish principles of law in the world 
proved to be conditions too hard to meet under the circumstances, the 
principles are being set aside as no longer the proper guides of our 
foreign policy. 

If I may paraphrase the great English journalist, Chesterton, we 
have not only lost our way, we seem also to have lost our address. 
We are wandering blindly in a fog. We cannot be directed because 
we do not know where we want to go. 

I turn now to the problem of neutrality, and I speak with great 
respect of the Senator who has just concluded his address, but I am 
thinking of the Senator who in 1918 told us of the new theories that 
were to prevail among the nations. “ The old law of force is past”, 
he said. ‘“‘ There is a new law, a new theory of peace and justice”, 
and with great determination he argued in the Senate that the United 
States should take its part in the development of that new theory, 
that new law of nations. 

Alas, we now have before us only a policy of neutrality. What 
is neutrality? In fundamentals it is a policy of washing your hands 
of any responsibility for law and order in the world. I say it with 
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all due respect, with no criticism at all of those who hope to attain 
peace by neutrality. I am not unaware of the difficulties of the 
alternative policy. 

Professor Jessup has sometimes accused me of crusading for a 
mirage and running the danger of being lost in the desert. That 
may be, but I say to you that we could have no law in the state of 
New York if the principle of neutrality prevailed in our midst. 
There is no neutrality in the state of New York, when crime is before 
us. No citizen may be indifferent to the commission of crime. You 
may not be able personally to meet the situation. You can only 
give the hue and cry; but you are personally responsible for the 
maintenance of law. You have your share in the integrity of justice 
and you cannot wash your hands of it. As citizens, we are col- 
lectively responsible for the maintenance of peace. 

So it is within the Constitution of the United States. I have no 
time here (and I have done it on many other occasions) to show you 
that our Constitution fundamentally involves a system of collective 
security. It is written into Article IV, section 4, of our Constitution 
that the United States (plural) guarantee to each state a republican 
form of government and will protect each of them against invasion. 
That is the principle of collective responsibility written into our 
Constitution. There is no neutrality in the Constitution of the 
United States in the relations of our member states. 

In international relations, however, the policy of neutrality now 
seems to be our only refuge. It is not a genuine policy of neutrality. 
Our new law ought to be called a policy for keeping the United 
States out of war. I doubt much whether it will do it, but that 
ought to be its name. It is not a neutrality policy. Neutrality 
means treating both alike, and that can only mean complete with- 
drawal from all intercourse of any kind with belligerents. 

Are we willing to do that? We will not pay that price. We are 
willing to punish the wicked munitions makers and the wicked 
bankers whose center is here in New York, but we will not stop the 
trade in oil, nor will we stop the trade in cotton. If today an act 
of aggression were committed in Europe, if one powerful state were 
to attempt to absorb its neighbor—and you know what state that 
might be and what neighbor that might be—if little Denmark were 
the victim of an aggression, is there anything in our policy of 
neutrality that would treat them both alike? There is not. The 
aggressor would come and buy in our ports the goods that we have 
to sell, and little Denmark (or it might be Belgium or Holland) 
would have no chance of purchasing them—and yet we call it a 
policy of neutrality. 


[326] 


No. 3] DISCUSSION: CONFLICTING WORLD FORCES 55 


It is a policy which attempts to keep the United States out of war. 
If it can do so, well and good, but I question the very fundamentals 
of the policy. The policy of neutrality looks upon war as a cyclone, 
something beyond man’s control; therefore, build a cyclone cellar 
and, when you see that little black cloud on the horizon, take to the 
storm cellar—but don’t stay down too long. Rise up from the 
cellar from time to time to sell your goods, if customers can come 
and get them, but do not assume any share in the moral issue of 
responsibility for the community around you! 

My friends, war is not a cyclone. War is of man’s making, and 
man can stop it. The policy of neutrality is at best an attempt to 
protect oneself by having no concern, no responsibility for it. If 
war were a cyclone—hide! But I repudiate the suggestion that war 
is a cyclone. War is a conflagration, they say; build yourself an 
asbestos house and, if the town burns down, at least you will have 
a roof over your head. It is not a policy worthy of a great country. 

I do not propose to go crusading to war. I do not propose, the 
moment a war breaks out anywhere, that the United States shall 
put on its armor and dash in and quickly choose one or the other as 
an aggressor and take sides and make war. That is fantastic! All 
this talk of commitments and entanglements, of making another war 
to end another war, is only drawing a red herring across the path, 
the path towards a system of collective responsibility on the part of 
all nations for the maintenance of peace. 

What does that mean? That means that the United States has a 
concern in law and order in the world, that we are not merely a 
nation of economic interests, a conglomerate of material possessions 
which it is our sole interest to protect. We have a concern in the 
maintenance of law and order everywhere and, if, without commit- 
ments and entanglements, and without involving ourselves in any 
new war, the United States could contribute to the maintenance of 
law and justice in the world, then we should be but living up to 
the ideals of our own Constitution. 

I insist that in our Constitution lie the principles of a better- 
ordered world. We have said to the individual states of the United 
States: You shall not be the judges in your own case. We have said 
to them: You must take your disputes to the Supreme Court of the 
United States. We have given compulsory jurisdiction to our 
Supreme Court. We have said to the individual states of the United 
States: You shall not take the law into your own hands, but you must 


all get your protection from the combined force of the whole United 
States. 
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We have introduced the principle of collective security and I beg 
to say once more—as I have said many times in these past seventeen 
years, and, again, I am only echoing words of the Senator—that you 
cannot get disarmament except as a result of the establishment of 
collective security. As has been well pointed out this morning, it is 
folly to try to get peace by matching six-inch guns against eight-inch 
guns, or by ratios of 5-5-3—1.75-1.75. Nothing is more futile. If 
we get disarmament, we shall get disarmament as a result of collective 
security, not before. 

The United States is gravely interested in this great problem of 
law and order in the world. The only question is, what leadership 
can we assume? In this disordered time, with anarchy prevailing 
in the world, with one nation arming against another with a fever- 
ness which did not exist in 1914, is it possible to do anything? 

We have the same grave concern in the avoidance of war any- 
where in the world that we would have in the avoidance of war just 
across our boundaries. You may remember the story of the colored 
chauffeur who was driving his captain along a dusty road in France, 
when the captain said to him, “Sam, how long do you think this 
war is going to last?” Sam replied, “ Boss, I think the war is 
going to last one hundred years. It will take one year to lick the 
Germans and ninety-nine years to wind up all that barbed wire.” 

Interpret barbed wire in terms of human passion and human hate, 
in terms of resentment and suspicion and distrust. The world is 
still winding up the barbed wire of the World War, and it will be 
a good many more years before it is entirely wound up. 

What can the United States do? Shall we call a conference? A 
few days ago, to ray regret, the President and the Secretary of State 
announced that no conference was possible. It may be asked, how 
can a conference be called when all the nations are arming? Would 
it not be a joke for the press, a conference now, with everybody 
arming to the teeth? The time to stop the race in armaments is the 
moment when the hope of doing so seems almost lost. 

Are you going to wait until things cure themselves by another war? 
The time to call a conference is when you have just one chance in a 
hundred, and you take that chance because it may succeed. 

I think myself that it is not just “one chance in a hundred”; 
there are many more chances in a hundred, and we should assume 
the leadership in trying to find those principles of law that will 
save the nations from this “ next war”. 

The principles are clear; they are in our Constitution. There is 
no novelty or mystery about what could be done. It is only a question 
of who will be bold enough to take the lead. 
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Do not set up another league, and do not encourage the present 
League in the idea, which Professor Shotwell has shown is erroneous, 
that it can keep peace by merely maintaining the status quo. 
Strengthen the League; remake the League; insist that it must not 
only keep the peace but must go on to remedy the injustices of inter- 
national relations, must go on to meet the causes of war, must go 
on to cure those economic conditions, so well described by Secretary 
Welles, which are the things that bring on wars. 

It is not too late. Why is it not too late? It is not too late 
because the urgency is so great. We can not wait till next year. We 
must destroy war today, or war will destroy us tomorrow. The time 
to act is now, and I say, with all the conviction I can put into my 
words, that the United States has a responsibility based upon its 
power. We alone today, in this disordered world, have the power to 
act. We alone are sufficiently aloof from the whole problem to be 
able to approach it impartially, fairly and constructively. 

If the United States, as Secretary Welles has said, gave leader- 
ship to America at Buenos Aires last winter, if we held up new 
principles of law, if we turned, in his words, “a new page”, if we 
opened a new chapter in history, we can do for the rest of the 
world, for Europe, what we did there. 


CHAIRMAN JESSUP: The meeting is now open for discussion from 
the floor. 


Mr. PRAGER: May I ask Senator Pittman to reply to Professor 
Fenwick? 


SENATOR PiTTMAN: Yes, I wish to say that Professor Fenwick has 
correctly quoted me in 1918. I was very strongly for the League of 
Nations at that time. I did not believe that force was necessary in 
the Covenant. I had argued a number of times that if the members 
of the League had a large table to sit around, like a directors’ table, 
and if they would all discuss what they considered their wrongs, most 
of their problems would be settled. However, as I look back on it, 
I think that I can see some mistakes which were made by the organ- 
izers of what we call the League of Nations. 

I realize now that we could not have a successful League of Nations 
unless the conquered, as well as the conquerors, sat around that table. 
I think that so long as Germany and Austria and some of the smaller 
countries, Turkey, for instance, were kept out of the League, and 
Russia was not invited into it, a real League of Nations did not exist. 
There was no place where the conquered could go for the purpose 
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of discussing what they considered to be the injustices in the Ver- 
sailles Treaty; they could not find a forum before which they could 
present their contentions concerning their wrongs. That very fact 
has rankled in the breasts of the German people, until a spirit of 
hatred again has arisen with varying manifestations. 

At the present time I believe that we have very little influence in 
world affairs. We refused to go into the League of Nations. The 
League of Nations became a failure for the reason that I have 
stated. The old hatreds were aroused again, and alliances were 
made in violation of the Covenant itself. When the time came to 
enforce the provisions of the Covenant, there was no unity, for 
governments manifested greater attachment to these alliances than 
they did to the League of Nations. 

We are not in a position to go to any great country in Europe 
today, in my opinion, and say to it, “Reduce your armaments”, 
unless we are prepared to say at the same time, “and we will aid 
you to the limit of our power in protecting you against aggression.” 
Our people are not now ready to make any such guarantee and, until 
they are ready to do so, we accomplish nothing in times of great 
excitement such as this, when fear is everywhere, by suggesting re- 
duction of armaments. 


Mr. ZINSARI: May I ask Professor Shotwell to comment on 
Senator Pittman’s remarks about a reorganization of the League of 
Nations to meet present problems? 


PROFESSOR SHOTWELL: It is perfectly clear that the problem of 
the sanction had not been thought through, when we were considering 
the League of Nations in the first form. The situation becomes 
apparent, if you follow the trend of Senator Lodge’s mind in his 
debates with the President. He was one of the founders, or one of 
the chief members, of the League to Enforce Peace, which went much 
further than President Wilson had ever intended to go, or ever 
willingly went. Then, when Senator Lodge began to meditate upon 
the consequences of his philosophy, led thereunto by the fact that the 
President of the United States had got on the same side, he turned 
to the other side and pointed out the danger of enforcing peace. 

That should have been realized from the first. There is a danger. 
There is danger for the policeman whenever he has to go into action. 
The question is, as Mr. Fenwick put it: Can you have a community 
of nations and have no provision for police? 

I am on Mr. Fenwick’s side one hundred per cent. That is part 
of my answer. The conception and the method of law enforcement 
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in the world have not been thought through, either in the United 
States Senate or outside of it. It is a vast new problem. During 
the period when we are thinking of it, we must, of course, avoid the 
dangers of precipitate action, but the experience of the League of 
Nations is not without some lessons for us. That experience showed 
that when a crime—and I believe it to have been a crime—was com- 
mitted in Ethiopia, the states in Europe, which felt the danger of 
becoming involved themselves, stayed out of codperation in police 
measures. Furthermore, take a simpler case; the French were never 
more willing to send their poilus into Manchuria than we were to 
send our boys to the Balkans. I suppose, therefore, that the problem 
of world police is a problem that must be graded according to the 
interests and responsibilities of the component parts. I have failed 
to find any debate in the Senate, or anywhere else, that has pene- 
trated to that fact. 

We have considerable interest in the maintenance of peace in the 
world at large. It is the only way that we can be secure in our own 
peace. To accept a doctrine of nonresistance may satisfy, for a 
time, a certain section of our country, but it is not wholly in keeping 
with the tradition of our Puritan past. Should an issue arise, and 
should we find ourselves really accomplices with criminal nations, 
forcing further and further elements of anarchy upon the world, I 
am certain that no Senator of the United States could stand against 
the aroused anger, resentment and sense of justice of this country. 

It is all very well in times of peace to say that we shall not dis- 
criminate between an aggressor and a victim, but that is not in the 
tradition of America, and I ask Senator Pittman whether our history 
runs along those lines, whether our institutions could ever have been 
founded if we had stood for that kind of compliance with crime. 
Is there no way for us to distinguish aggressor from victim? 
Certainly we will never find the way if we do not try. Certainly we 
will never find the way if we refuse to experiment in the principles 
of jurisprudence. 

Does anyone in Washington seriously come to grips with the pro- 
posal laid down in the League, that the aggressor is not just that 
nation which has an irritant or a cause, but is that nation which 
refuses to go to court? Ina world that is playing with anarchy, have 
we done anything to support the principle of going to court? No, 
we have not. On the contrary, we have applied every patent medicine 
for peace that the American people could think of. 


Mr. CasTLe: I agree very strongly with what Senator Pittman 
said, and with what Mr. Welles said, about the spiritual value of these 
conferences, including the League of Nations. It seems to me that 
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we do not realize how much the League of Nations has so far done 
for the world. We see all the failures. We see the failure in Man- 
churia; we see the failure in Ethiopia, if it was a failure; we do not 
realize how often the statesmen of the world, getting together and 
talking things over quietly, have avoided trouble. 

If the conference at Buenos Aires had done nothing in the way of 
written treaties, I believe it would have been of immense value to 
this hemisphere, because it drew the people together in a spirit of 
friendship and good will, and it ended with those people appreciating 
each other more than they did when they came together. That is of 
enormous importance. 

So far as neutrality is concerned, I am a rebel, for I distrust 
local neutrality legislation. Of course, this legislation in Congress, 
as Senator Pittman himself has said, is not neutrality legislation; it 
is legislation to keep us out of war. I am not at all sure that it is 
going to keep us out of war. I should be the first to advocate another 
conference of the nations on that very subject, however, because it 
seems to me that the United States can go a long way in agreeing 
with the other nations of the world as to what the neutrals can do in 
war with safety to themselves, and with a great deal better chance 
of helping the world, than we can do by any local legislation—and 
we must remember that the only possible way we can surely keep out 
of war is not to have any wars. 


Mr. PHILIP Sporn: I wish to ask Senator Pittman two questions. 
The first one: Admitting that we are going to be a sufferer from a 
war, whether we enter it or not, and admitting that war seems immi- 
nent unless something is done, what possible excuse can there be 
for the failure of the United States to take active steps, whether such 
steps mean alliances or entanglements, to avoid this war? Now, if 
I am answered by the statement that the people of this country are 
not ready to take such steps, then I desire to ask another question. 
Is it not the duty of persons such as yourself, and other Senators, to 


prepare the people of this country for whatever steps may be necessary 
to avoid a war? 


SENATOR PITTMAN: May I, Mr. Chairman, first respond to the 
challenge by Professor Shotwell? He asks whether the Senate has 
given any serious consideration to the questions which he was dis- 
cussing. I wish to say that it has. In the Foreign Relations Com- 
mittee of the Senate ever since the War there have been resolutions 
pending, off and on, which called for expert advice and we have 
had it. It is conclusively evident that the assurance of the United 
States that it will render protection to countries, who are willing to 
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risk their own peace in determining the aggressor, carries with it the 
ultimate assurance that, if necessary, all of the armed forces of the 
United States will be used. As Secretary Lansing said in that cele- 
brated note, all of which I did not read but which I place in the 
record, we can not afford to bluff. When we bluff, we must be pre- 
pared to fight, and that means war. 

I am asked whether the Senate should not advise the people of the 
country concerning the best means of avoiding war. The people of 
this country have an extraordinary knowledge of the history of the 
World War. They are a very intelligent people. The literacy is 
higher here than anywhere in the world. Our people have had an 
opportunity in several political campaigns to hear the ablest speakers 
of the United States on both sides of that question, and I remember 
that in 1920, when the Democratic candidate for the presidency, 
Governor Cox, of Ohio, really made the League of Nations the issue, 
the vote in this country was overwhelmingly against him in that 
campaign. I realize that there were other issues. There were local 
issues, but the League issue so far overshadowed all others that I am 
convinced that the people of the country knew what it was all about. 

Our people love peace as no other people in the world. Our 
people would make almost any sacrifice for peace, but they do not 
intend to constitute themselves policemen to protect a foreign country. 
They lost too much during the last war. You cannot tell the mothers 
and the sisters and the brothers of the boys who did go over there 
that anything will compensate for the loss of those boys, for the 
maimed and blind and deranged and consumptives, who must suffer 
all of their lives. Yet we thought that we were fighting an aggressor. 
We thought that we were fighting a brutal power in the world, a 
power that was determined to conquer the world. 

I say to you that if the statesmanship of distinguished scholars like 
Dr. Shotwell and Dr. Fenwick, after twenty years of the existence of 
the League of Nations, has not formulated some sound policy of 
enforcing the orders of that League, why should we criticize the 
United States Senate? 


Mr. CRAMER: It has been suggested by some of the speakers that 
the United States take a greater interest in the League of Nations’ 
discussions concerning world peace and disarmament. It so happens 
that at the moment more and more of the European countries, in- 
cluding one of the Asiatic countries, have drifted into so-called 
economies where individuals—entrepreneur, laborer, peasant—speak 
and act in terms of one unit, one Italy, one Germany, one Japan, and 
so forth. Isn’t there, therefore, a psychological and philosophical 
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approach, when their representatives do attend a conference at 
Geneva, different from that of the representatives of true democracies, 
where the constituents still have full representation, or have a great 
deal to say in the running of their respective economies or govern- 
ments? In other words, wouldn’t it be futile for the representatives 
of one type of economy, in the countries of North and South America, 
for example, to try to convince the representatives of a different type 
of economy, such as we find to an increasing extent in Europe? I 
wonder whether Professor Fenwick and Professor Shotwell have 
considered this economic approach to the various factors involved. 


PROFESSOR FENWICK: I do not consider the difficulty a funda- 
mental one. It is very serious, but certainly not insuperable. We 
are not dealing here with a situation where, if you do not take action, 
nothing much happens. The situation in the world today is so 
terrifying that we must make a desperate effort to try to find a 
remedy. Is there an obstacle in dictatorships? Certainly there is 
an obstacle in dictatorships, but the dictatorships are partly an effect 
of a wrong international system. I suggest to you that the true 
Germany is the Germany of 1926, when Briand and Stresemann took 
hands across the table at Geneva and pledged the peace of Europe. 
If, at that time, the great powers, including the United States, had 
faced collectively the problem of removing the economic causes of 
war, and of protecting Germany, and Italy, and every other country, 
from a condition of industrial starvation, we might have prevented 
the very conditions that have arisen and that now make the approach 
so much more difficult. We ourselves are partly responsible for the 
conditions of economic strangulation which drove a fine people, as I 
believe the Germans to be, to take almost desperate measures to force 
the world to give them what might have been given them by inter- 
national consultation. 


PROFESSOR SHOTWELL: May I ask Senator Pittman a question? 
I wonder whether he would agree to give us neutrality legislation on a 
temporary basis for a couple of years instead of making it permanent, 
in view of the facts which have been brought out this morning and 
which, of course, have long been familiar to the Foreign Relations 
Committee of the Senate. The particular exigency in the world 
today is somewhat unique. We might be able within two years to 
work out legislation that would not run counter to the conscience of a 
great many people in the United States who may spend the next few 
years undoing that legislation. 
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SENATOR PITTMAN: Professor Shotwell, you know that the Foreign 
Relations Committee of the United States Senate thought that that 
peace measure was such a perfect one that they wanted the people of 
the United States to have it forever. The House has not taken the 
same view of it, and they may insist that it last for only two years. 
However, if Senator Hiram Johnson had any idea that at the end of 
two years we were going into some kind of agreement to join others 
in naming the aggressor and punishing the aggressor, I think he 
would filibuster so there wouldn’t be any bill passed for two years. 
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PART II 
ECONOMIC AND FINANCIAL POLICIES ABROAD 


INTRODUCTION * 


WESLEY C. MITCHELL, Presiding 


Professor of Economics, Columbia University 
Director, National Bureau of Economic Research 
President of The Academy of Political Science 


HE Academy of Political Science is a non-partisan, 
non-propagandist organization of men and women 
interested in problems that are important to the radio 

audience as well as to those present in the Hotel Astor this 
afternoon. 

The Academy welcomes to its membership all persons who 
believe that the manifold difficulties in the art of living together 
are best treated by the dispassionate consideration of conflict- 
ing viewpoints and conflicting interests. All who share this 
faith are cordially invited to become members of the Academy, 
participators in and supporters of its work. 

The subject of this afternoon’s session is “ Economic and 
Financial Policies of the United States Abroad”. The first 
paper is to be presented by Robert Warren, of Case, Pomeroy 
& Company. Mr. Warren speaks upon “ The International 
Flow of Capital in World Economy ”’, a subject about which 
public officials, businessmen and economists have recently be- 
come deeply concerned. As a member of one of the country’s 
leading financial houses, Mr. Warren has had excellent facili- 
ties for observing the huge international shifts of capital that 
have been occurring in recent months. As an economist of 
insight, he has thought about the causes of these dramatic 
movements, the effects they have produced, and their poten- 
tial significance in the uncertain times to come. 

I have the pleasure of introducing to the Academy of 
Political Science, Mr. Robert Warren. 


* Opening remarks at the Second Session of the Semi-Annual Meeting. 
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THE INTERNATIONAL MOVEMENT OF CAPITAL 


ROBERT B. WARREN 
Of Case, Pomeroy & Company 


T is fortunate if now and then we can turn our attention 
| from daily concerns and survey the more general scene— 
if we can lift our eyes from the immediate pathway and 
look back over the road that we have hopefully and fearfully 
traveled. As we look back over this road, one fact strikes us 
forcibly as economists—its remarkable unlikeness to the de- 
scriptions in the standard guide books of thirty years ago. 
It is true that most of the topographical features and many 
of the works of man were noted in the economic Baedekers. 
Currency and credit, trade, labor relations, the function of 
speculation, the international movement of capital were dis- 
cussed at length, but as we have encountered them along the 
road of recent years, we have found them quite different from 
the formal diagrams. 

This is particularly true of the international flow of funds. 
In the textbooks, this chapter is conveniently set forth under 
two headings—the flow of short-term funds, described as re- 
sponsive to minute differences of discount rates, and the flow 
of long-term funds from economically developed areas, with a 
surplus of capital and a high standard of living, to economi- 
cally undeveloped areas requiring capital to increase the pro- 
duction of the materials needed by the creditor economy. 

Now, however accurately this describes the international 
flow of funds in the past, it is unlike the reality with which 
we are familiar. In the post-war period, the United States 
has figured actively in three separate and distinct capital 
movements, each characteristic of a particular economic phase. 
In two of them, prior to the depression, the United States 
figured as an exporter of capital; in the third and current 
movement, we are the importer. 

The first was distinctly political rather than economic in 
character, and properly belongs in the appendix of the history 
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of war finance. I refer to our share in that complex of capital 
movements which derived from efforts at the payment and 
transfer of the reparations and inter-allied debts. Our rdle 
was to lend Germany the money which Germany paid to the 
Allies as reparations, and part of which they, in turn, paid 
to us. 

The second movement was economic in character. This in- 
cluded certain of our reconstruction loans to Europe; but 
more typical was our financing of South America. It took 
two forms—equity financing and loan financing. We usually 
remember the loans, and forget that direct equity investment 
in enterprise—mining, public utilities, etc.—was of comparable 
importance. Both types have their place in a world which 
combines a yearning for stability with a persistence in moving. 
In a moving world, the flexibility of equity financing adjusts 
itself to the inevitable fluctuations more readily than the 
rigidity of loan financing. I would suggest for your consid- 
eration the personal conclusion that in international invest- 
ment, equity financing is the preferable form. In the abstract, 
it would probably have worked out better if in the twenties 
the ratio of loans to equity investments had been lower; and, 
if in opposition to this argument it is stated that in that event 
the total magnitude would have been smaller, I can only add 
that such an argument would confirm my conclusion. 

The third type of international capital flow has been neither 
political nor economic in character. It is peculiar to the period, 
and in aggregate magnitude, economic repercussions and social 
significance it is the most important of the three. I refer to 
that fitful sequence of movements which we designate as flights 
of capital. There was the flight from the mark in the early 
twenties, the flight from the franc in the middle twenties, the 
flight from the pound in the early thirties, and now the gen- 
eral movement of capital from Europe to the United States, 
which we picturesquely nickname “hot-money’”’, and on 
which we have unusually complete data. In discussing this, 
I would offer two comments: (1) this type of movement is 
anti-economic, for it does not represent the export of a true 
capital surplus of a developed economy with a high standard 
of living to an undeveloped economy with a lower standard of 
living; and (2) it is anti-economic because it actually im- 
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poverishes the capital exporting countries and does not enrich 
the capital importing countries — in this instance the United 
States. I do not mean to imply that all of the capital that has 
flowed here in the last three years has been “ flight money ”. 
It is, however, my contention that by character this great and 
continuous flow of money into New York in the past three 
years belongs in the general category of flight or refugee 
money, and that the movement, as an economic phenomenon, 
should be studied in that light. So regarded it takes on a far 
more serious significance and implication than if it is consid- 
ered as a mere speculative movement, or than if it is viewed 
from a purely local standpoint as a question of “ hot money ”’. 

For months “ hot money ”’ has been a topic of intermittent 
interest. The Treasury has issued a detailed report on the 
subject, which shows that in the past two years something like 
$100,000,000 a month has been flowing into New York. Only 
half of this money has been invested in American securities. 
The remainder has sought neither capital appreciation nor in- 
come; all it wanted was the security of the American dollar. 
It is not merely the magnitude, but the persistence and con- 
tinuity of this movement of capital that make it one of the 
outstanding economic phenomena of our lifetime. Yet so per- 
sistent and so continuous has this movement been that we have 
come to take it for granted, or, at most, to consider it only from 
our own standpoint. 

Now to me, the significance of this so-called “ hot money ” 
is not the statistical fact that capital to the value of + million 
dollars comes to New York from Europe every month. It is 
the question of why it comes. It is, as was stated above, ob- 
viously a non-economic movement. In no country of Europe 
is the standard of living as high as it is here; in no country 
of Europe is the standard of industrial equipment so high; 
the absence of the usual profit motive is evidenced by the fact 
that a great proportion of funds sent here remains uninvested. 
What then is the force which persistently impels these great 
sums hither, and what, to us, is the significance of an economic 
force of such vigor and such magnitude? 

As we look back over the international movements of capital 
enumerated under the heading of flights, it appears that their 
common cause has been a distrust of currency. To meet the 
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economic description of money, a medium of exchange must 
possess the quality of a store of value. This quality may be 
sought in a variety of ways; and in its perfection it remains 
but an ideal. Nevertheless, unless the nationals of a country 
have confidence that their currency possesses this quality to a 
practicable degree, they will endeavor to place their capital in 
some area with a currency in which they have greater confi- 
dence, not so much in the hope of making a profit as in the 
hope of preserving a given sum against loss. Since January 
1934, the United States has been the sole country which com- 
bined a legal definition of its currency in terms of gold with 
an indubitable ability to maintain that legal definition. In 
other words, by this standard the American dollar has possessed 
the quality of a store of value above other units. The result 
has been and is a demand for dollars that has become a flight 
to the dollar. 

This creates a serious problem for us, but it has created far 
more serious problems for the nations from which the flight 
of capital is coming. I will give but one illustration: The 
French government has just been able to sell a large amount 
of long-term 4% per cent bonds at 98, payable at the bearer’s 
option in dollars, pounds or francs; at the same time bonds of 
the same coupon denominated only in francs sell under 75. 
That is, the French capitalist is willing to pay a premium of 
almost 30 per cent for the sake of this currency option. 

We must push this inquiry a little deeper. Supposing that 
these currencies are distrusted, why does this distrust exist? 
No doubt a variety of answers may be offered. In my opinion 
these currencies are distrusted by reason of governmental defi- 
cits, either financed by present inflation or threatened with the 
imminence of inflation. ‘“ Deficit” is an ominous word at 
best, but there are degrees of ominousness even among deficits. 
European nations, still staggering under the debts of the World 
War, are incurring these deficits in preparation for the next 
war. In my opinion, the flight of European money to the 
United States has a graver impulse than the fear of currency 
depreciation. 

No doubt individual European capitalists made money out 
of the last war, but the consequence of that war was the ex- 
tinction of capitalism over much of Europe. No doubt there 
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are European capitalists who are making money out of the 
present armament boom. Yet there is no European capitalist 
but realizes that nations arm because they anticipate a use for 
arms, and that another general war would end capitalism on 
the Continent. It is not conventional to identify capitalism 
with pacifism ; but the most cursory glance at Europe will show 
that the sabre-rattling comes from those countries where capi- 
talism has been subordinated to a non-capitalistic collectivism, 
under whatever alias that particular brand of collectivism may 
be known at the moment. The steady flow of capital out of 
Europe, continuing month after month, as the data show, is 
dominated by the desire of European capitalists to put three 
thousand miles of green water between their fortunes and the 
next war. 

But note how in this phenomenon, as in so many economic 
phenomena, cause and effect mingle in a vicious circle. Capital 
flies from the distrusted currency, and the flight itself weakens 
the currency and justifies the distrust. Capital flies from the 
country threatened with war; the uneconomic flight creates 
unemployment, which the politician “ relieves”’ by armament 
programs, lowering the standard of living of masses whose 
minds must be distracted from their distress by international 
adventures. The spokesman of a great nation recently acquired 
an invidious notoriety by declaring publicly that his people 
would rather have guns than butter. At least this had the 
merit of frankness, for I would assert with all gravity that 
there is scarcely a government in Europe today that has not 
made the same choice. Capitalists are not notorious for 
humanitarian sentimentality, and it is not soft-heartedness but 
hard-heartedness that makes the European capitalist send his 
money to a country that still prefers butter to guns. 

At this point, I wish to present my first conclusions. The 
most conspicuous international movement of capital at the 
present time—and indeed the only one of note—is the flight 
of European capital to the United States. This movement is 
significant, not only for those reasons commonly given in dis- 
cussions of “ hot money”, but also for the consequences to the 
European economy of such a continuing drain and for its 
causes —the fear of currency depreciation and of imminent 
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war, fears to whose realization the movement of capital itself 
contributes. 

We may deplore this movement from all of its varied aspects, 
but if this analysis is correct—or perhaps better, to the extent 
that it is correct——it appears so fundamental as to be quite 
beyond the superficial remedies. If there is a remedy, it must 
eradicate the cause. That underlying cause is the fear of war. 

We must carry our inquiry one question further. What is 
the cause of this anticipated war which Europe both fears and 
accepts as inevitable—a war so imminent that every economic 
consideration must be subordinated to its preparation? Many 
answers to this question may reasonably be advanced, but to 
me the greatest single force moving Europe toward war has 
been the widespread acceptance of the doctrine of economic 
nationalism or national self-sufficiency. Basically, of course, 
this is a concept of war-economics; the nation that envisages 
itself as a beleaguered city shut off from the world must pre- 
pare itself for a state of siege. Since several great states 
which have adopted the doctrine of national self-sufficiency are 
well aware that economic self-sufficiency is impossible within 
their present frontiers, the nation that begins by envisaging 
itself as a beleaguered city presently finds itself under the 
necessity of contemplating conquests. But do not for one 
moment suppose that one particular group of nations can be 
singled out; the doctrine of national (or imperial) self-suffi- 
ciency has swept the entire Eastern hemisphere and its conse- 
quences have recoiled upon all its devotees alike; all have 
bowed the knee to Baal and all are offering their children to 
Moloch. 

The international movement of capital on a large scale, 
under the influence of the fear motive rather than of the profit 
motive, has been an outstanding phenomenon of post-war 
economics. The present movement of foreign capital into the 
United States seems to fall predominantly, although not ex- 
clusively, into that category. In meeting movements of this 
character, the remedies proposed are usually piecemeal and 
superficial. For example, in the present instance the measures 
proposed in the capital exporting countries are usually some 
form of exchange control, capital embargo, or the imposition 
or threat of punitive taxation. For the United States, as a 
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receiving country, the remedies commonly proposed are puni- 
tive taxation or an alteration of the exchange value of the 
dollar. None of these devices affects the cause or causes of 
the malady. 

It is the contention of this paper that the current movement 
of capital to the United States does not reflect simply capital- 
istic speculation, but rather a flight. The argument has traced 
the cause of this flight back through the distrust of currency 
to the war fear; and it attributed this war fear to the conse- 
quences of the acceptance of the doctrine of economic national- 
ism—a doctrine which induces nations to reject the concept of 
the world as an economic unit, and to seek for national or 
imperial self-sufficiency, with the inescapable implication of 
war rather than economic codperation. 

It is quite possible that this phase of history must go through 
its logical sequences, and justify the gravest apprehensions. 
But, in conclusion, we should enumerate certain of those de- 
velopments which seem to be working in the opposite direction. 
First, the tripartite monetary agreement of last September 
was a challenge to the application of economic nationalism in 
monetary affairs. Second, our bilateral trade agreements are 
a challenge to economic nationalism in trade affairs. In pass- 
ing we may note that what was originally a tripartite agree- 
ment has since become multipartite, and that there have re- 
cently been concluded between several groups of European 
countries bilateral trade agreements analogous to ours. Third, 
some progress is being made in the direction of the re-creation 
of a normal international capital market in the Western hemis- 
phere by the recent and current negotiations with South 
America. It is conceded that these are but tentative and pro- 
visional acts. In ascribing to them some significance as evi- 
dence of an incipient trend away from economic nationalism, 
I plead guilty to the charge of wishful thinking. It may be 
too much to expect that the nations of this world will suddenly 
decide to become good neighbors; the devastating alternative 
is only too clear. It is the part of economic realism to recog- 
nize the strength of those forces which have converted so 
much of the world to the doctrine of economic nationalism, 
and to point out that the wealth of nations is not increased by 
following this doctrine. It is the part of economic realism to 
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recognize the strength of those forces that drive capital into 
international movement in an effort to escape the complex 
consequences of economic nationalism. It is also the part of 
economic realism to point out that frightened capital is un- 
productive capital, and to give due weight to those policies 
which are calculated to restore to the international movement 
of capital its economic function of raising the standard of 


living in both the capital exporting and the capital importing 
nations. 


REMARKS BY THE CHAIRMAN 


PRESIDENT MITCHELL: The second paper on this program, which 
is entitled ‘‘ Foreign Lending by the United States—The Record and 
the Prospects”, will be presented by Francis White, Executive Vice- 
President and Secretary of the Foreign Bondholders Protective 
Council. As many members of the Academy of Political Science 
know, Mr. White is one of the most widely experienced of American 
diplomats. Even during his student days he was an internationalist. 
After completing his college work in this country, he carried on 
post-graduate studies in France and in Spain. Entering the diplo- 
matic service at an early age, he has worked in China, in Persia, 
in Cuba, in Argentina, in Spain, and in Czechoslovakia. For four 
years he was in charge of the Division of Latin American Affairs 
in the State Department, and for six years Assistant Secretary of 
State. Out of this abundant experience comes his equipment for 
serv. ng as Executive Vice-President of the Foreign Bondholders Pro- 


tective Council and for speaking upon the subject which he will now 
discuss. Mr. White! 
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FOREIGN LENDING BY THE UNITED STATES— 
THE RECORD AND THE PROSPECTS 


FRANCIS WHITE 


Executive Vice-President and Secretary, Foreign Bondholders 
Protective Council 


PART from the $10,350,000,000 loaned since 1917 
A by the United States government to foreign govern- 
ments, private investors in the United States have 
loaned abroad since the close of the World War about $9,830,- 
000,000, of which amount some $6,832,000,000 comprises 
loans to 40 foreign governments and 119 governmental sub- 
divisions and to corporations whose bonds are guaranteed by 
such governments or governmental subdivisions. Of this latter 
amount $5,290,000,000 was outstanding at December 31, 1936, 
and of this amount approximately $1,900,000,000 was in de- 
fault. That is, of the direct and guaranteed governmental 
bonded indebtedness about 36 per cent is in default. Divided 
geographically, this represents 38 per cent of the loans issued 
for European governments and governmental subdivisions, 1 
per cent of those in the Far East and 81 per cent of those in 
Latin America. 

The recovery of these huge sums is of vital interest to every- 
one in the United States whether he be the holder of any of 
these defaulted bonds or not. The $1,900,000,000, which con- 
stitutes the foreign default on American loans, represents that 
portion of the national wealth of the United States which has 
gone abroad, and the whole economy of the United States 
must be adversely affected unless that national wealth be re- 
stored. 

The real significance of this problem can perhaps be more 
vividly realized if it be considered in connection with inter- 
national trade. There cannot be commerce without credit, and 
there cannot be credit with a record of unsatisfactory debts. 
Let us examine the situation in Latin America in this con- 
nection. 
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On the basis of trade for 1936 the foreign investments of 
American citizens in the dollar securities of Latin American 
governments are more than four times the value of our annual 
exports to Latin America. As of December 31, 1936 approxi- 
mately $300,000,000 in interest was due and unpaid from 
Latin American governments, or approximately 90 per cent 
of the total value of one year’s exports from the United States 
to Latin America. The mere statement of this record suggests 
the importance of doing something to clear up this situation. 
The question at once arises, who is to undertake the task? 

Many look to their government in such a situation, but there 
are very definite limitations imposed by the practice of nations 
in such matters. A distinction is made in international law 
between contract claims, in which category bonds fall, and tort 
claims. There is a distinct sensitiveness on the part of foreign 
governments to diplomatic or other governmental action touch- 
ing their public bonded indebtedness, and they have, therefore, 
always been most careful of the steps which they might take 
in such matters. Negotiations concerning defaulted bonds 
have generally been left to the bondholders themselves, the 
government giving such assistance to the representatives of the 
bondholders as it felt to be appropriate and proper. 

As the cost of such negotiations would be prohibitive to 
individuals, bondholders’ associations have been formed in most 
creditor countries to deal with the matter. The British Council 
of Foreign Bondholders has been in existence for sixty-nine 
years now, and there are similar associations on the Continent. 

In this country the Secretary of State, the Secretary of the 
Treasury and the Chairman of the Federal Trade Commission 
invited some twenty gentlemen from various parts of the 
United States to meet in the office of the Secretary of the 
Treasury on October 20, 1933 to discuss with them the crea- 
tion of an adequate and disinterested organization for the 
protection of American holders of foreign securities. The 
letter stated that this is a problem of very great and urgent 
importance to American investors and of such public signifi- 
cance as to make its proper handling a public service. Thus 
was the Foreign Bondholders Protective Council, Inc., formed. 

In considering what may be done in this matter, it is essen- 
tial to keep in mind the difference between a domestic and a 
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foreign bond. In the case of foreign governmental bonds 
there is no court, no sheriff, no sheriff’s sale, and no police or 
armed force to make the sale or the judgment operative. 
Sovereigns may not be sued in their own courts unless, and as, 
they consent and provide. As the sovereign may wish and 
determine, and at his discretion, such consent may be given 
and enlarged, or may be curtailed or withdrawn. Therefore, 
resort to the courts of a foreign government to enforce bonds 
against it as an unwilling defaulting debtor, or as one unable 
to pay, is hardly likely to be effective. Furthermore, even if 
judgments were obtained in its courts against a foreign de- 
faulting government, the creditor must look for satisfaction of 
his judgment either to the property of the state— and such 
property is rarely or never subject to execution, otherwise the 
government could not carry on—or to an appropriation by the 
national legislature. But a legislature that would not, or could 
not, appropriate funds to meet interest and amortization on 
its solemn bond contract obligations would hardly feel more 
bound, or be more able, to appropriate funds to satisfy a judg- 
ment of its own courts. 

So attempted enforcement in foreign local courts holds 
practically no promise of success. The alternative to enforce- 
ment by the bondholders themselves against the foreign gov- 
ernment, whether in the courts of that government or in the 
courts of other sovereigns, is the enforcement of the bonds 
through action against the defaulting government by the gov- 
ernment of which the bondholders are the nationals. But the 
usual form which such international action might take could 
be interpreted by the defaulting government as acts of war. 
Because of this situation, governments, despite popular mis- 
conceptions to the contrary, never undertake such action. 

In the absence of any measure of coercion the bondholders 
and their representatives are thrown back on persuasion through 
negotiations, and it is this method which the Council uses. 
We are somewhat prone in this country to consider action the 
test of effectiveness. Of course, results are what we are really 
after, and there are times when seeming inaction in the end 
produces really more effective results. This is what Mr. J. 
Reuben Clark, Jr., President of Foreign Bondholders Protec- 
tive Council, Inc., calls “alert patience”. Patience is the 
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prime requisite, and this element the Council strives earnestly 
to possess and exercise. 

In considering the prospects of having these defaulted issues 
repaid one must constantly bear in mind that the determining 
element is the will of the debtor to pay. This, obviously, varies 
with each debtor. There are governments which have made 
almost heroic efforts to maintain their payments in full and, 
when that did not seem possible, have made great sacrifices to 
pay the maximum amount of which they were capable. There 
have been other cases where the debtors have shown a complete 
disregard for the rights of their creditors and of their own 
credit and reputation. Generally those countries that affect 
not to be concerned about their credit, alleging that they 
realize that they cannot borrow again and do not want to, are 
the very ones most in need of future foreign credit for the 
development of their resources. 

All undeveloped countries need capital for their develop- 
ment, and capital will go where there is opportunity and 
security. The opportunity exists in practically every one of 
the countries now having bonds in default. Whether capital 
will flow there again, and how soon and on what terms, de- 
pends upon the security which capital finds in the justice of 
those countries, exemplified by the way they deal with their 
creditors when in financial and economic difficulties. 

It may not be amiss to set forth here some of the arguments 
advanced by debtors as reasons why they should not serve 
their loans. Back of it all, I repeat, is the Jack of the will to 
pay and to undertake the burdens necessary to that end. The 
creditor is far away and has neither vote nor voice in local 
political problems. It is, therefore, easier, when the pinch 
comes, to put the burden on the foreign bondholder rather 
than to ask the people who contracted the loans and benefited 
from the expenditure thereof to make the sacrifice necessary 
to service the bonds. This is what is at the bottom of many 
of the defaults, but this unwillingness is dressed up in vari- 
ous ways. 

Lest you may gain the impression, from what I am about 
to say, that the outlook is most unpromising, let me state here 
that most of the arguments given to cloak a lack of will to 
pay are made by a small group of countries and that in gen- 
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eral the debtors have shown a meritorious concern for their 
credit and a desire to make an adequate service on their bonds. 

Some have alleged that the loans were forced upon them 
and that the proceeds were improvidently spent. The borrow- 
ing government wanted the money and asked for it; it was a 
sovereign state and did not have to make the loan unless it 
so desired. The purposes for which the proceeds of the loan 
were to be used were determined, not by the bondholders, but 
by the borrowing government and approved by the legislative 
and executive branches thereof; the proceeds were spent by 
the government without the control or voice of the bond- 
holders and, if they were improvidently spent, that is the 
fault solely of the debtor government. To say that the bonds 
should not be repaid in full, because the loan was forced on 
the government or because the proceeds had been improvi- 
dently spent, would be to argue that the government was not 
fully sovereign and to serve notice that for any future finan- 
cing some foreign control should be exercised by the lenders 
over the expenditure of the proceeds of the loans. No sover- 
eign government would wish to be put in that position. 

Another reason advanced by certain governments to absolve 
themselves from repaying their debts is that the loan was 
contracted in an unconstitutional manner. This argument is 
based purely on political expediency and does not seem con- 
vincing when viewed in the light of international law. There 
is quite a difference between a new state arising from the 
partition of an already existing state and a new régime coming 
into office in the same political jurisdiction. It is a well- 
recognized principle of international law that such a régime 
is responsible for the acts of the preceding governments. Any 
other basis would be destructive of international relations, 
trade and commerce. Agreements could then be made only 
for the period the régime making the agreement is likely to 
remain in power, and all relations would have to be conducted 
on a cash-and-carry, hand-to-mouth basis. 

Another well-worn phrase is “capacity to pay”. The 
theory of sovereignty is that the sovereign shall have the 
right to levy on all the property within its jurisdiction and 
on all the property of the individuals owing allegiance to it, 
wherever such property may be found. That, in the last 
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analysis, is the capacity of a government to pay. Of course, 
I am not here suggesting that these extreme measures should 
be taken to pay the service on the bonds now in default. There 
is no necessity therefor. The governments can pay their debts 
in whole or in substantial part without resorting thereto. 
Most of the countries in default have not taxed many sources 
of wealth; many have no taxes on landed property, for in- 
stance, or on income, to mention but two. While their bonds 
are in default, many of these governments have embarked 
upon large and unusual expenditures for public works—works 
which may well be desirable, but for which they heretofore 
generally have shown little, if any, concern. No one denies 
that governments should provide for the development of their 
countries and for the welfare of their inhabitants, but to do 
this, not at the cost of the people of the country who benefit 
thereby, but by forced loans on foreign creditors — and the 
diversion of the funds rightfully belonging to the bondholders 
to these public works is nothing else than forced loans — is 
unjustifiable in law, morals or equity. To do so when many 
reservoirs of taxation have not only not been exhausted, but 
have not even been tapped, does not support a contention of 
inability to pay. 

Another gauge of the willingness of a government to service 
its debts is very readily afforded by the percentage of its 
budget receipts which it devotes to its debt service. When 
many governments are applying over a third of their reve- 
nues to debt service, a government, for instance, which will 
appropriate little more than one per cent of its budget receipts 
for the interest on its foreign loans—such sum being adequate 
to pay but a small fraction of the interest due — and which 
will do this in the face of budget receipts at times considerably 
greater than when the bonds were served in full, and with no 
serious exchange problem, cannot overcome the feeling of its 
creditors that it would be able to meet a great part of its debt 
service, if it so desired. 

Another argument, used to cover up the lack of will to pay, 
is that the defaulted bonds are selling at a fraction only of 
their face value, that the bonds have been bought up at those 
low prices by speculators and that it would be unjustifiable to 
pay the full interest on the bonds because it would give an 
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exorbitant rate of interest to those who bought at default 
prices. The untenableness of that suggestion is at once patent. 
A government cannot be defended in its allegation that these 
bonds should be served only on the basis of the prices at which 
they are selling, when the low market prices are due to the 
fault of that government itself. Furthermore, the informa- 
tion in the hands of the Council indicates that relatively few 
bonds are in the hands of speculators and that a very large 
majority of the unfortunate investors, who, in many cases, put 
their life savings into these bonds and bought them at or near 
the issue price, are still holding the bonds. The government 
got the money, spent it and benefited from it, and cannot now 
justly refuse to repay the sums which it borrowed and enjoyed. 

Linked up with this question is the consideration of the 
national wealth of the United States. When a domestic bond 
goes into default, whatever individuals may gain or lose, the 
national wealth is not affected because the whole transaction 
lies within the country. In the case of a foreign loan, how- 
ever, so much of the national wealth as is represented by the 
issue price of the bonds to the foreign government has left 
the country, and unless that money be returned the national 
wealth of the United States suffers. What individuals may 
suffer or gain is purely incidental. 

Of course, when the defaulting government buys up its 
bonds at depreciated prices, the bonds being kept at such low 
prices through the continued failure of the government to 
serve them, then that government has dropped the mask. No 
justification can possibly be given for using funds which belong 
to the bondholders for buying up bonds at defaulted prices. 
The action of buying up the bonds shows that funds exist for 
some service at least and that the sole reason the bonds are 
not served is purely the lack of will to pay on the part of the 
government. 

Another allegation put forward by defaulting debtors is that 
interest rates have declined and that, therefore, the debtor 
government should not be obliged to pay the higher rate stipu- 
lated in the contract. Of course, in any long-term opera- 
tion a risk is taken by both the borrower and the lender. If 
interest rates increased very greatly, the debtor government 
would not listen to its creditors should they ask that they be 
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paid a higher interest rate than that called for in the bond. 
Similarly, the fact that interest rates have gone down does 
not absolve, legally or morally, the borrower from paying the 
rates agreed to. The borrower, however, does have the possi- 
bility of benefiting by lower interest rates, if he has scrupu- 
lously maintained his credit, because then he can borrow new 
money at the lower rate of interest and retire his higher in- 
terest bearing obligations. Argentina, Canada, Finland and 
Norway have all recently done this in the American market. 
While four per cent may be the interest rate on the New York 
market at present for Norway, who has maintained her credit, 
it does not follow that that is the interest rate for a defaulted 
debtor. In fact, the price of the defaulted issue will give the 
defaulting government some idea of what rate the New York 
market puts on its credit. A seven per cent defaulted bond 
selling at twenty-five would seem to indicate that the credit 
of that government in this market is on the basis of twenty- 
eight per cent and not the four per cent it may seek to have 
its creditors grant it. 

I do not wish to be understood to say that concessions should 
not sometimes be made, especially where transfer difficulties 
require temporary accommodations, but the need for the re- 
adjustment must be real and not merely because the govern- 
ment in question would rather spend the money in some way 
other than by serving its bonds. 

In dealing with these problems the Council has felt that in 
general it should favor temporary and not permanent arrange- 
ments. Otherwise, a permanent settlement made now on the 
basis of economic conditions in the country as it was just 
emerging from a world crisis would not give the bondholders 
the benefit of the prosperity, which we all hope will eventually 
return. Examples of such temporary adjustments are the 
Brazilian offer made in 1934, and the offer made by Poland 
about a month ago. There have been exceptions, however, 
where special considerations were involved. The Dominican 
Republic agreed to continue to pay full interest service on its 
bonds. The amortization provisions in the contracts were un- 
duly onerous, however, and the Council recommended a per- 
manent plan extending the maturity of the loans and providing 
a fairer basis of amortization. 
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The Province of Buenos Aires offered a permanent settle- 
ment at a reduced interest rate, but offered, as security, reve- 
nues in large part collected by the federal government and paid 
through the Bank of the Nation directly to the paying agents 
in New York without the money going through the treasury 
_of the Province. This arrangement was felt to offer more 
assurance to the bondholder that the plan would be lived up 
to and the pledged revenues not be devoted to other purposes 
as had been the case before the settlement was made. 

In order to protect fully the interests of the bondholders it 
would seem to be essential for all creditor groups to work 
together in harmony and not to prey on one another. Foreign 
Bondholders Protective Council, Inc., has recently had the 
benefit of a month’s visit by Sir Otto Niemeyer, of the Bank 
of England and of the British Council of Foreign Bond- 
holders, which we expect to be of value to the two Councils 
in pursuing their parallel aims. The Council is also in touch 
with bondholders’ associations on the continent of Europe and 
has codperated with them in the past, notably in recommend- 
ing to bondholders not to accept the very unsatisfactory 
Chilean offer. 

The outlook would seem to be far from hopeless. Govern- 
ments, whether they realize it now or not, are eventually going 
to need new credit, and as they do they must begin to consider 
what they must do for their bonds already in default. Bond 
default adjustments are not going to be made overnight. As 
no force is available to oblige defaulted sovereigns to pay, the 
endeavor must be by persuasion to induce them to pay. Con- 
tinuing negotiations are often required before a default situa- 
tion is finally cleared up, and the groundwork of confidence 
and mutual respect, necessary for a final settlement, cannot be 
laid by intemperate and abusive language, bringing asperity 
into a situation which requires calm, serene tempers if success 
is to be achieved. Firmness and tenacity of purpose do not 
require bluster and abuse. In closing, therefore, I emphasize 
again that patience is essential in working out these situations. 


[353] 


| 
| 


82 FOREIGN POLICY OF THE UNITED STATES [Vor. XVII 


REMARKS BY THE CHAIRMAN 


PRESIDENT MITCHELL: Our next topic, “ Foreign Trade and 
Peace ’’, is one that few men could venture to discuss in the brief 
time allotted in this afternoon’s program. The Honorable William 
S. Culbertson, however, has had opportunities in his past experience 
to consider this question over a long period of time with a thorough- 
ness which enables him to reach conclusions that can be stated con- 
cisely. Mr. Culbertson was connected for many years with the 
United States Tariff Commission. He served as its vice-president at 
the time when the Tariff Commission was doing a great deal of its 
most important investigatory work. Later, he was Minister to 
Rumania, later still Ambassador to Chile, so that he has had the 
opportunity to look at this question not only from the point of view 
of an American citizen and an American official, but also from the 
point of view of a man who has become intimately and sympatheti- 
cally conscious of the problems of other nations. I have the pleasure 
in introducing the Honorable William S. Culbertson. 
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FOREIGN TRADE AND PEACE 


WILLIAM S. CULBERTSON 


Of Culbertson and LeRoy, Washington, D. C. 
Former United States Ambassador to Chile 


HILE Mr. White was making that very calm and 
effective analysis of the foreign debt situation, I 


had a feeling of regret that the broadcasting had 
been stopped just before he began to speak; in fact, I had 
the feeling that the broadcast should have been left on and 
extended to some of our good neighbors across the seas! 

This subject of “‘ Foreign Trade and Peace” is a very large 
one. The reciprocal trade program of the Secretary of State, 
Mr. Hull, falls within it. I assume that Mr. Sayre, who will 
speak later this afternoon, will discuss that program. I can- 
not refrain, however, from saying just a word of the place 
which that program holds in the problem of peace. It is a 
very substantial contribution to the field of economic peace. 
Any systematic, continuous negotiation on the basis of the 
principle of equality of treatment inevitably contributes to 
good will and understanding among the nations. 

Its antithesis is the program of ‘America Self-Contained ”’, 
and other isolationist policies, which, in my opinion, have in 
them, although their advocates do not always realize it, the 
seeds of war. The very nature of a policy of self-containment 
is that once it grows up, it will insist on fighting; such is the 
tendency of programs of that kind. 

On the domestic side, the reciprocal trade program of Mr. 
Hull seems to me to offer no opportunity for differences of 
opinion. I am a Republican, but I believe that the funda- 
mentals of that program, representing a non-partisan approach 
to the negotiation with other nations on commercial matters, 
is a program which should have the united support of the 
American people regardless of political party. 

However, the Trade Agreements Act brings us only to the 
threshold of the problem of foreign trade and peace. There 
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are more things in that problem than are comprehended by 
the philosophy of, shall I say, the Chemical Foundation and 
of other “hundred per cent” Americans whose patriotism 
stops at the international boundary. I have a hope that this 
program of reciprocal trade negotiations is a prelude to a 
wider and more effective leadership in other economic prob- 
lems which arise between nations. 

I shall speak of one or two of these problems, not with any 
idea of covering the entire subject, but with the idea of illus- 
trating the nature of the problems which may arise. 

Nations and empires have a habit of excluding certain 
practices and certain policies from the field of accepted com- 
mercial policy and commercial negotiations. They take com- 
mercial policies and convert them into political policies. They 
establish exceptions to the principle of equality of commercial 
treatment, or exceptions to other fundamental principles, which 
should govern the economic relationship of states. As an 
illustration of this, I shall speak of the preferential tariffs of 
the British Empire. 

As you know, there have grown up during the last few 
decades, within the British Empire, exclusive tariff arrange- 
ments, exclusive concessions voluntarily granted by the do- 
minions to Great Britain and to other dominions; certain 
exclusive arrangements between the dominions themselves, and 
finally in the Ottawa agreements, an extension of the principle 
of reciprocal preferences to Great Britain itself. 

When these preferences came into existence in the nineties, 
Germany was the only country which took exception to them 
under the established principles which govern the economic 
relationship of states, and, in doing so, Germany found her- 
self with a trade war on her hands. At that time our in- 
terests in the preferences were relatively small. Our trade 
had not extended to a point where our industries were very 
greatly concerned and the government in Washington was not 
inclined to take the matter up on principle, although, as a 
matter of fact, the problem was brought to its attention through 
such publications as those of the Tariff Commission, when it 
was established, and in other ways. 

I believe, as a matter of fact, these preferences are not de- 
fended by anyone on the basis of principle. We might analyze 
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them in this way: if the parts of the British Empire are con- 
sidered as colonies, then these preferential arrangements are 
in violation of the open door principle which has been advo- 
cated and maintained by the American government and by 
the British government for many, many years; if the do- 
minions are regarded as nations, independent and sovereign, 
then these preferential arrangements are in violation of the 
unconditional most-favored-nation principle. Consequently, it 
seems to me that, whichever way you view the problem from 
the standpoint of principle, it is in violation either of the 
open door principle or of the unconditional most-favored- 
nation principle — both principles being in essence the main- 
tenance of commercial equality in the world. 

We have become concerned recently, in this country, with 
the practical phase of these British preferences. Certain of 
our industries have begun to lose markets, and they have begun 
to realize that these things which we have been calling prefer- 
ences in a polite way are now really discriminations against 
American trade. 

No one more than I realizes the importance of a good under- 
standing between the American people and the British people 
in the development of sound principles and in the solution of 
world economic problems, but it behooves those who are in- 
terested in the maintenance and in the development of these 
good relations to face this problem of preferences squarely. 

Our British friends should realize that there is a growing 
sentiment in this country against these preferential arrange- 
ments within the British Empire. There is not at the same 
time a unanimous sentiment within the Empire itself in favor 
of them. There are in the Empire those who advocate them 
on the basis of a strong empire, a sort of customs union ex- 
cluding other nations from the economic benefits of the Empire, 
but there are others who view them more broadly and believe 
that the Empire cannot continue effective in world affairs if it 
does not adjust its affairs harmoniously to those of other 
nations. 

I shall not myself undertake to characterize the British 
point of view, but I shall leave that to the London Economist. 
In its issue of March 6, 1937, The Economist has an article 
entitled ‘“‘ Canadian Tariff Concessions”. I will ask you to 
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bear with me as I read from some of these paragraphs the 


criticisms by the British of their own policy. The article 
begins : 


The trade agreement signed last week between the Government of 
Canada and of the United Kingdom has a much wider significance than 
derives from its character as a pact between two countries whose mutual 
trade totaled ninety-eight million pounds in 1936. It has an intimate 
and direct bearing on the problem of improving the economic (and 
therewith the political) relations between Great Britain and the United 
States. And as far as British policy is concerned it must be taken as a 


foretaste of the general revision of the Ottawa agreements that is 
due this year. 


Then, referring to the United Kingdom side of that agree- 
ment, it says, 


Even where there remains a possibility of lowering both the prefer- 
ential and the general rates of duty, the promise to retain at least a 
certain margin of preference is bound to be a handicap to the conclusion 
of pacts with foreign countries for the mutual freeing of trade. The 
new pact, and presumably the other revisions of Ottawa agreements that 
are to follow it, will not merely solidify imperial preferences; over an 
important area of trade they will solidify the British protective tariff 
at its present level. 

Another feature of the Anglo-Canadian agreement is even more to be 
deplored. It renews the exchange of a Dominion undertaking to extend 
the preferential tariff to exports from the British dependent empire for 
a United Kingdom undertaking to “invite” the Governments of the 
colonies (except such as are pl.uged to the Open Door by international 
agreement) to grant to the Dominion general preferential benefits and 
some specific preferences. These preferences include, among others, a 
high rate of duty on foreign rubber-soled canvas shoes, an imposition 
which notoriously strikes a blow at the standard of living and health of 
the poorest and most defenseless of His Majesty’s subjects. The former 
Open Door in the colonial empire was shut before Ottawa; the Ottawa 
agreements double-locked it by making any reopening dependent on an 
all-Commonwealth amendment, instead of a decision of the United King- 
dom Parliament. The new pact renews this double-locking at a time 
when the British Government is ostentatiously sponsoring an inter- 
national inquiry into access to colonial raw materials, which must 
depend to a large extent on access to colonial markets. The question 
involved is not merely one of the volume of trade between Canada and 
the British dependencies, but one of trusteeship for native interests and 
of vital issues of international policy. 
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In conclusion, the article states: 


The principle of quantitative restriction remains; so does the ring- 
fence of preferential tariffs round the colonial empire; so does the 
guarantee of minimum margins of preference, which prevents a re- 
ciprocal lowering of tariff barriers with foreign countries. These are 
grave and—in our judgment—exceedingly unfortunate decisions, in view 
of the hopes raised that a valuable Anglo-American economic agreement 
might be reached now, though possibly not later, and in view of the 
efforts being made by the Oslo Convention countries towards general 
freer trade. But the battle is not yet lost. There is no reason to believe 
that the Canadian Government, which has shown its own desire for more 
liberal trade all around, sets store by the illiberal sections of the terms 
it has secured from Great Britain. There is time yet for a review of 


British policy that will look beyond the narrow bilateralism now in 
evidence. 


On our own part, we should realize that the system of 
preferences cannot be disposed of in a cavalier fashion. It 
cannot be fought by penalty duties. It has to be dealt with 
by delicate negotiations. 

These preferences are grounded in sentiment. I can recall 
that, when Canada extended her preferential tariffs to Great 


Britain in 1897, Kipling wrote that poem, “ Our Lady of the 
Snows ’’, in which he said, 


A Nation spoke to a Nation, 
A Throne sent word to a Throne: 
“ Daughter am I in my mother’s house, 
But mistress in my own. 
The gates are mine to open, 
As the gates are mine to close, 
And I abide by my Mother’s House”, 
Said our Lady of the Snows. 


They are also grounded in vested interests that have now 
grown up and have certain claims to consideration. It is not 
easy to break them down. These preferences are also ap- 
proved or accepted by treaties not only between different parts 
of the Empire itself, but between parts of the Empire and 
foreign nations. 

I believe that these preferential tariffs should be a subject 
of careful discussion. Our own government has recently 
enunciated an important principle in this field of policy. I 
mean the joint statement issued by President Quezon of the 
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Philippine Islands and Mr. Sayre of the Department of State. 
In that statement it is indicated that we are in the process of 
removing from our commercial policy the one precedent which 
might cause us some difficulty in the discussion of the prefer- 
ential arrangements with the British Empire. In this joint 
statement the following is found: 


It was further agreed [between President Quezon and Mr. Sayre] 
that preferential trade relations between the United States and the 
Philippine Islands are to be terminated at the earliest practical date 
consistent with affording the Philippines a reasonable opportunity to 
adjust their national economy. Thereafter, it is contemplated that trade 
relations between the two countries will be regulated in accordance with 
a reciprocal trade agreement on a non-preferential basis. 


I feel, therefore, that it is an obligation of our government, 
an opportunity for our government to take up with the British 
Empire the discussion of these British preferences and, on the 
basis of reciprocal concessions, to work out a solution of a 
problem which tends to disturb the economic peace between 
the American people and the British people. Our preferential 
position in the Philippines could be used in bargaining but 
the whole discussion should be considered on a higher plane 
than a trade. 

In the second place, I want to say just a word about raw 
materials. The distribution of raw materials is another of 
those problems which nations do not discuss with entire frank- 
ness. It is true that the speech of Sir Samuel Hoare set in 
motion a very important exchange of views, and the League 
Committee for the Study of the Problem of Raw Materials 
has recently been meeting in Geneva, and will meet again on 
the 21st of June. That Committee is divided into two sub- 
committees. The first subcommittee deals with such problems 
as these: export prohibitions and restrictions; export duties, 
including the question of discriminatory duties; régime of 
concessions; monopolies and agreements and cartels for the 
regulation of production and sale of raw materials. 

The second subcommittee is considering the difficulties en- 
countered by importing countries, particularly in the matter 
of payments on account of the lack of foreign exchange. It 
is also taking up customs tariffs: high and prohibitive duties, 
preferential tariffs, customs unions, and the question of the 


[360] 


f 
C 


ovr 


No. 3] FOREIGN TRADE AND PEACE 89 


open door. It is considering the control of imports—quotas, 
foreign exchange controls and clearings; and also the control 
of bounties and subsidies — production and export bounties, 
subsidized production of substitutes, e¢ cetera. 

You will notice that this field covers primarily, almost ex- 
clusively, the economic phase of the question. I hardly think 
that a report is any longer necessary from any committee to 
determine that there is a raw material problem in the world 
today. It is not a problem of production. Production is com- 
ing along in sufficient quantities in practically every raw 
material; it is the question of distribution which is causing 
trouble, and it is sometimes also the question of the ability to 
pay for raw materials once they are made accessible in inter- 
national markets. 

I might here refer to cartels controlling these raw materials. 
During recent years there has been a large number of these 
raw materials over which a control has been established by 
cartels. A most interesting discussion of this subject is found 
in the recent volume by A. J. Toynbee, Survey of International 
Affairs for 1935. 

But to limit the discussion of raw materials to the economic 
aspects of the question is to fail to reach the real problem, for 
the problem is fundamentally, with most countries, a problem 
of strategy, or of political control. As we listen to the discus- 
sions of raw materials, we hear such contrasts as these: the 
suppliers of raw materials, on the one side, the receivers of 
raw materials, on the other; satisfied nations, on the one side, 
unsatisfied nations, on the other; nations with colonies, on one 
side, nations without colonies, on the other; thickly populated 
areas, on one side, sparsely populated areas, on the other; 
industrialized countries, on the one side, non-industrialized 
countries, on the other; even, complaining countries, on the one 
side, and non-complaining countries, on the other. If we are 
to face the problem of raw materials as it bears upon the 
question of peace, we must go beyond the mere economic dis- 
cussion of the question and face the problem of political control 
and the problem of strategy. 

Much of the confusion over raw materials is due to the 
practice of laying down, in the matter of the distribution of 
raw materials, rules which are useful in a world organized 
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for peace, but inadequate in a world organized for war. I am 
not sure that this and similar fundamental problems in com- 
mercial policy are at all solvable, apart from the solution of 
the ultimate question of war and peace, but a great deal can 
be done to lessen friction among nations by the removal of 
discriminations and by the solution of this particular problem 
and that particular problem which perplexes certain nations 
today. 

However, we must face this fact, that as long as one nation, 
or any group of nations, has the power to starve the industries 
of another country, the problem of industrial raw materials 
will not be solved. That is one of the reasons why Germany 
is developing substitutes today. It is true that she has finan- 
cial difficulties in buying raw materials, but she is looking at 
the matter not merely as an economic problem, but as a prob- 
lem of political control and of strategy. 

The United States, both as a great supplier of raw materials 
and as a great receiver of raw materials, has a very real 
opportunity to contribute to the solution of the problems 
within this field; it is not possible within the scope of this 
speech to suggest what these solutions should be, but, in facing 
these problems, we must try to answer certain questions. Are 
we making policy for a world organized for peace or for a 
world organized for war? Can we separate commercial policy 
from political policy? Can nations or empires, with power 
to do so, continue in a codperating world to exclude from 
commercial negotiations large fields of policy which are the 
very essence of the problem? 

We are having today in this country much discussion of 
peace. As I view it, however, we do not always reveal a 
constructive approach to the problem. So much of the peace 
psychology that we hear today is a negative sentiment, the 
keep-us-out-of-war sentiment, the belief that we can live at 
peace in a world at war, the conceit that we are a more 
peaceful people than other peoples who lack our geographical 
advantage. Unfortunately, therefore, much of our pacifism is 
selfish, unwilling to do anything for anybody’s peace except 
our own, an attitude which in the long run does not yield 
peace to us. I suppose that there is a partial excuse for this 
in the fact that collective security in Europe is not at the 
present time very strong. 
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In a world of wars and rumors of wars, it is stimulating to 
me to hear what the New York Times this morning called 
“rumors of peace”. I am very hopeful that the leadership 
in world economic affairs of the Secretary of State, Mr. Hull, 
will soon have a great opportunity to contribute to real world 
peace, and I am sure that when that opportunity comes, he 
will meet it with a constructive program. 


REMARKS BY THE CHAIRMAN 


PRESIDENT MITCHELL: The fourth and final paper on the program 
this afternoon concerns the Hull agreements relating to international 
trade, to which Mr. Culbertson has given so generous an endorsement. 
It will be read by a Professor of Law, whose remarkable personal 
and intellectual talents have led to his being called to a wider field 
of service. 

As Assistant Secretary of State, the Honorable Francis B. Sayre 
has been serving the country for several years in close collaboration 
with Secretary Hull. During that period he has been Chairman of 
the Executive Committee on Commercial Policy, so that his knowl- 
edge of this topic is singularly intimate. 

I have the pleasure of introducing the Honorable Francis B. 
Sayre. 


[363] 


VII 
m- 
of 
an 
of 
ns 
n, 
es 
Is 
Ly 
at 
)- 
ls | 
i] 
Is 
s 
4 
a 
r 


THE HULL AGREEMENTS AND 
INTERNATIONAL TRADE 


FRANCIS B. SAYRE 
Assistant Secretary of State 


story of a Scottish Highlander who went into the 

market of Edinburgh followed by his dog. He went 
into a fishmonger’s stall, and the dog incautiously dropped 
his tail into a basket of lobsters, and one of the lobsters nipped 
his tail. Whereupon the dog went yelping down the street, 
with the lobster bouncing after. ‘‘ Hoot, mon”, cried the 
fishmonger, “ whussle to your dog!’ “ Hoot!’’, replied the 
Highlander, ‘“ whussle to your lobster!” 

We must whistle off the economic policies which pinch be- 
fore we can control the dogs of war. No peace machinery, 
however perfectly devised, can operate with success among 
nations which are economically at war. Hostile commercial 
policies make retaliation inevitable and thus sow the seed of 
resentment and ill will. The economic isolation which they 
engender inevitably creates unemployment, falling living 
standards and widespread economic unrest. Economic poverty 
and distress are fertile breeding grounds for national policies 
of aggression. If we would have peace, we must cultivate the 
soil for it through the pursuit of economic policies which make 
for friendliness and higher standards of living. 

It is from this aspect that I wish to discuss America’s com- 
mercial policy. No problem confronts us today more vital 
than this. We have taken steps in recent years to safeguard 
our neutrality, so far as possible, if the holocaust of another 
world war should come. But no legislation can save us from 
the effects of war abroad; no possible legislation can guarantee 
that we will not be involved as participants if another great 
war should sweep across the world. The only sure way to 
safeguard ourselves against another war is to prevent its out- 
break. We must adopt policies which make for economic 


ey Wilson used to delight in telling a quaint 
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peace. We must help to shape the economic forces of the 
world in the only mold which can produce peace — genuine 
liberalism in the regulation of trade movements and equal and 
non-discriminatory commercial treatment. 


I 


Under modern conditions trade constitutes the very life- 
blood of nations. The English people need food; unless they 
can import it in substantial quantities they will starve. The 
Italians need coal and oil and iron; without these they cannot 
carry on a modern economic existence. The Germans need 
raw materials, such as cotton; cut off from these they cannot 
be kept at work. The people of the United States, probably 
the most nearly self-sufficient of the great industrial nations, 
need rubber for their automobile tires, tin for their containers, 
antimony for their telephone equipment, jute for their burlap 
bags, hemp for their rope. Not one of these can be produced 
in the United States. Neither will the American people be 
content to go without coffee or tea or chocolate or bananas or 
silk. To cut ourselves off from all foreign importations would 
play havoc with our economic processes and our accustomed 
ways of living. 

But the biting necessities of foreign trade rest today not 
merely upon the need of specific imports. The dire need is 
for foreign markets in which to sell exports. Since the in- 
dustrial revolution the economic life of all great nations has 
come to be geared upon the production of surplus goods which 
must be sold abroad, if the national economic machine is to 
continue to run at its present speed and efficiency. Each 
country, because of advantageous natural resources, geographi- 
cal conditions, peculiar labor aptitudes, mass production possi- 
bilities or otherwise, can produce certain goods more cheaply 
or better than other countries; these are the industries and 
occupations in which capital and labor find their most reward- 
ing return and which have therefore grown far beyond the 
proportions necessary to produce for merely domestic con- 
sumption. Strip a country of its foreign markets and you 
cripple substantially those great domestic industries and throw 
millions of laborers out of work. Every time the United 
States loses a foreign market for its cotton, for its hog 
products, for its automobiles or for its machinery, men are 
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thrown out of work and economic dislocation follows in our be 
cotton fields of the South, on our farms of the Middle West, | pt 
in our automobile plants of the North, or in our machine fac- 

tories throughout the country. 

Value attaches to goods because they can be exchanged for ch 
other goods. If foreign markets for national surpluses are | m 
lost, the surpluses become valueless. Not only are the values tt 
of surpluses lost; unhappily the injury strikes far deeper. 
Surpluses unsalable abroad are dumped onto home markets; s 
and the consequent smashing of home prices works incalculable h 
injury to the producers not only of the surplus portion but of | t 
the entire crop or industry. The resulting dislocations are C 
nation-wide and bring disaster to producers who themselves é 
do not sell abroad. Extended unemployment, depressed wages, 1 


defaulted loans, bankruptcies, sharply reduced purchasing 
power, widespread suffering ensue. | 
In a word, national wealth under modern conditions depends | 

upon foreign trade. Existing national standards of living | 
cannot be maintained without international trade; and inter- 
national trade cannot be maintained if existing trade barriers 
are to be continually heightened and present discriminatory 
practices are to continue to spread their poison throughout the 
economic system of the world. 


II 


The American program of trade agreements is an effort to 
combat and defeat these destructive tendencies. The world 
today is caught in a vicious circle. To protect themselves 
against the economic shocks and disturbances of a disordered 
world, nations have built higher and higher economic barriers. 
Yet it is these very barriers and resulting artificial trade diver- 
sions which are the prime cause of increasing shocks and 
disturbances. The remedy which individual nations have 
frequently applied is economic nationalism, but economic 
nationalism is a virulent poison which undermines the health 
of the whole economic system. Economic nationalism at first 
intoxicates ; if administered in increasing doses, it kills. The 
highly complex economic organisms of nations are today too | 
completely dependent upon international trade and exchange 
to be cut off from such intercourse and survive. 

If economic health and sanity are to be restored to the 
world, there is but a single cure. Economic nationalism must 
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be resisted. Trade barriers must be reduced. Discriminatory 
practices must cease. 


III 


The trading nations of the world are today faced with the 
choice between two opposing commercial policies—equal treat- 
ment of all nations alike or giving and receiving exclusive 
trade preferences. 

The former is the policy which the United States has con- 
sistently practiced from the earliest days of our nation. We 
have maintained a single column tariff with rates applicable 
to all nations alike; we have bound ourselves under a network 
of treaties to extend to others the same treatment as that 
accorded to the “ most-favored-nation”’. Equality of treat- 
ment to all alike was a policy enjoined upon us by George 
Washington and has been adhered to with a fair degree of 
consistency by statesmen of both political parties ever since. 
Until quite recent times it has been the normal rule of com- 
mercial intercourse among other nations throughout the world. 
It is a policy which makes for protection, security and sta- 
bility. It spells economic peace. 

But of late years, especially under the impact of the de- 
pression, a new policy has become increasingly evident. Cer- 
tain nations, in dire economic or financial straits, sought to 
adjust their difficulties by securing exclusive preferences for 
their exports in foreign markets in exchange for preferential 
treatment accorded to foreign goods in their own markets. 
Thus grew up the system of bargaining in special preferences, 
as opposed to the equality of treatment policy. The new 
regulatory devices, such as quota restrictions, exchange con- 
trols, and various types of clearing and compensation arrange- 
ments, provided the principal instruments for putting into 
effect the system of preference and discrimination. These new 
devices, strangling international trade, intensified world-wide 
economic dislocations; and the resulting dislocations in turn 
became the cause of a more intense bargaining for special 
preferences. 

It must be very evident, however, that every preference 
granted exclusively to one nation constitutes a discrimination 
against every other nation. And discrimination invites re- 
taliation. Consequently, the policy of trading in special prefer- 
ences has led inescapably, and always will lead, to heightened 
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trade barriers, discriminations and counter-discriminations, un- 
ceasing efforts to undersell the goods of trade competitors 
through special privileges, monopolization and trade regimen- 
tation. It leads to insecurity, uneconomic and sudden shiftings 
of trade channels, disorganized trade, demoralization of price 
structures and increasing conflict. It is the pathway to eco- 
nomic warfare. 

But the matter of real concern is not merely the economic 
dislocations directly consequent upon such a policy. The 
crucial point is that those nations drawn or forced into the 
orbit of Great Powers trading in exclusive preferences find it 
difficult, if not impossible, to grant equality of treatment to 
other nations. Clearing and compensation agreements make 
impossible the allotment of foreign exchange to third coun- 
tries on a basis of entire equality or non-preference. Coun- 
tries which grant discriminatory quotas in favor of other 
nations seeking such arrangements have no longer the power 
to give to third nations full equality of treatment. In other 
words, there is not room enough in the world for the con- 
tinued existence of both of these conflicting policies of equality 
of treatment and trading in preferences. Ultimately one or 
the other must triumph and become the dominant policy of 
the world. 

IV 


Fortunately, there is persuasive evidence of a widespread 
realization that the policy of equal treatment is alone consis- 
tent with the true national interests of all nations in the inter- 
dependent world of today. Again and again in the recent 
past, authoritative spokesmen of those very countries which 
have gone farthest along the path of regimentation of trade 
and of its operation in terms of widespread discrimination 
have made it clear that there is no longer division of opinion 
as to the wisest course. They have not hesitated to say that 
only sheer necessity keeps them from following that course. 
The crucial problem confronting the world today is to find 
ways and means of translating these vital realizations into 
actual practice. 

The trade agreements program, which our country has pur- 
sued with vigor and determination for nearly three years, is 
an important factor in the situation. It involves the negotia- 
tion of trade agreements based upon the reciprocal and mutu- 
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ally advantageous reduction of trade barriers and upon the 
firm principle that neither party shall henceforth discriminate 
against the other’s trade. 

Sixteen such agreements have already been concluded with 
countries whose trade with us covers more than one third of 
our total foreign commerce. Our effort to extend the list 
of these trade-reviving and trade-normalizing agreements con- 
tinues unabated. The recent renewal of the President’s 
authority to negotiate trade agreements, approved by over- 
whelming majorities in both houses of the Congress, furnishes 
ample proof that the work which is being done in this direc- 
tion has widespread support in our nation. 

The recent conference of the twenty-one American repub- 
lics, held last December at Buenos Aires, unanimously and 
emphatically recommended to the governments represented the 
need for a relaxation of trade barriers and the abandonment 
of unfair and discriminatory practices in international com- 
merce. A movement to put these wise recommendations into 
application through appropriate negotiations is already gather- 
ing momentum. 

The representatives of the countries of northern Europe 
met last month to examine the means of improving conditions 
of international trade. They are to meet again shortly. 

There are many other significant indications in the field of 
international commercial relations of a growing trend toward 
activities which are liberalizing and constructive, rather than 
restrictive and destructive. 

The problem is one of great difficulty and vast complexity. 
In every country it requires broad vision and constant vigi- 
lance—lest measures be adopted, or maintained, which may 
seem to offer an easy way of solving immediate problems but 
which inevitably impair the attainment of the vital objective 
of restoring the world to economic health and thereby building 
a strong foundation for enduring peace. 

Those of us who are intimately and directly concerned with 
the problem of international commercial relations are actuated 
not by loyalty to a forlorn hope, but rather by a reasoned 
and profound conviction that the difficulties with which the 
trade problem bristles today can and will be overcome. We 
are proud of the contribution which our nation is making 
through its determined policy toward this overwhelmingly 
important end. 
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DISCUSSION: ECONOMIC AND FINANCIAL 
POLICIES ABROAD 


CHAIRMAN MITCHELL: The discussion of these four significant 
papers will be opened by Marcus Nadler, Professor of Finance, New 
York University. Professor Nadler! 


PROFESSOR NADLER: In listening to the scholarly and interesting 
addresses, I was impressed by the underlying thought that the eco- 
nomic and financial problems of the world could be solved easily, if 
they were approached in a rational manner and by nations imbued 
with the spirit of good will. However, sound reasoning and good 
will are not the dominant forces in the world today. 

Mr. Warren spoke about a continuous influx of gold into the 
United States. After May 1 of this year, the United States will 
have sterilized five billion dollars of gold. If ten per cent of that, 
or only five hundred million dollars, were used to develop the natural 
resources of South America, it would provide homesteads for about 
a million Europeans, and would raise the standard of living of a 
good many people. Instead, the gold comes to the United States in 
order to fulfill that passage from the Bible, “from dust to dust”. 
The gold comes out of the ground of South Africa and Russia and 
goes into the ground at Fort Knox. 

Mr. White has indicated clearly the reasons for this maldistribu- 
tion of gold and has explained why the surplus capital does not go 
to undeveloped areas and to countries which need it. He pointed 
out that a great many nations, through default and through a negli- 
gent attitude towards their credit standing abroad, have forfeited 
the right to obtain new capital. Yet many of the countries which 
are in default on their foreign debts and which, as Mr. White stated, 
have indicated an unwillingness to pay are most in need of new 
capital. This applies to Europe as well as to South America. How- 
ever, in this respect, there is some reason for hope. 

A revival of the international movement of capital is beginning to 
take place in an entirely different form than was the case during the 
twenties. It takes the form, primarily, of direct investments, and 
today we find a slow but gradually increasing trickle of American 
and European capital going to South America, and even to some of 
the Balkan countries. 
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I do not entirely agree with Mr. Warren that the influx of gold to 
the United States impoverishes those countries losing the gold. I 
doubt whether Holland, Switzerland and Great Britain need any of 
the gold which they have shipped to the United States. Is it not 
a fact that most of the gold is newly mined gold and comes to the 
United States because the highest price is offered for it and because 
in no other country can it be sold at a fixed price to the government? 

Mr. Culbertson and Mr. Sayre spoke about the importance of 
international trade in the preservation of peace. Obviously, if the 
trade barriers were to be removed, if we were to return to an economy 
similar to that. which existed after the first Locarno Pact, all this 
talk about territorial expansion would come to naught, because 
nations, being able to export, would be in a position to import. They 
would be in a position to obtain their raw materials, probably at 
lower prices than they could produce them in territories which they 
would develop. Unfortunately, however, we are living in an age 
of economic nationalism. This doctrine has been accepted and 
practiced not merely by countries which have no colonies but also 
by great empires. Under this doctrine each nation would like to 
become independent of foreign products. Hence the desire to 
strengthen the economic ties with the colonies. Those countries 
which have no colonies endeavor to obtain them by force of arms, 
using the excuse that they need an outlet for their population or that 
they need raw materials. How easily they could obtain the raw 
materials if they approached the problem from a rational point of 
view and followed the policies advocated by Mr. Sayre and Mr. 
Culbertson ! 

I was somewhat disappointed that the previous speakers did not 
mention the effects which the economic and financial policies abroad 
have already produced in the United States. In this country, as far as 
I am aware, the Congress is primarily concerned with the problem 
of keeping us at peace in case a European war should break out. 
However, economic and financial conditions in Europe are exercising 
a very strong influence on our economic life. 

The tremendous race for rearmament that is going on throughout 
the world has contributed to the increase in prices of commodities 
which the United States imports, such as manganese, tin and others. 

The continuous inflow of gold at the rate of a hundred million 
dollars a month and more is creating a very serious problem for the 
government. A sterilization process has been instituted, but this 
compels the Treasury, with its already large deficit, to borrow in the 
open market in order to buy gold for which it has no use, and the 
purchase of this useless gold creates deposits, the volume of which is 
already much too large. 
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The spirit of economic nationalism results in an increased pro- 
duction of agricultural products and in the establishment of new 
factories to create substitutes. The farmers who receive a bounty on 
the commodities which they produce will not permit tariffs to be 
reduced. The establishment of new plants for the creation of sub- 
stitutes has also created new vested interests which will oppose a 
reduction of the tariff for commodities produced by them. However, 
all of the former speakers ended on a hopeful note and I agree with 
them fully. 

Mr. Culbertson has spoken about rumors of peace. The other day, 
according to newspaper reports, the British and French authorities 
asked Mr. Paul van Zeeland of Belgium to prepare some information 
for a future economic conference. Sooner or later the nations of 
the world must realize that a policy of international codperation and 
of international trade is the only road that will lead to the economic 
well-being of the entire world; that a continuation of the present 
policies must inevitably lead to disaster. 


CHAIRMAN MITCHELL: We have now a short period left for dis- 
cussion from the floor under the five-minute rule. 


Dr. TARAKNATH Das (The College of the City of New York): 
Professor Sayre and Professor Culbertson have probably raised the 
most important question of this afternoon; that is, the open door 
policy for the world versus the preferential trade agreements. Now, 
the people of Asia have had a taste of open door policy; that is, an 
open door for those who can enforce certain policies which will be 
beneficial to them and not to the people of Asia. That has been the 
history of open door policy. 

Fortunately, the awakening of Asia has brought about a new trend 
in world politics as well as in the world economic situation. Pro- 
fessor Culbertson has pointed out the probable result of the British 
imperial preferential policy, which makes more than one fourth of 
the population of the world a special market for the British Empire. 
Is the British Empire going to be a field for British capital, or is it 
going to be a field for world capital? In this connection India may 
play the most important part in world economics in the future. Its 
industrialization, its development and its markets will be the deciding 
factors, even, as Professor Culbertson pointed out, in the strategy of 
raw materials and the strategy of war or peace. 

I understand that the United States government is now negotiating 
for reciprocal trade treaties with the British Empire. India should 
not be treated as a colony of Great Britain, but should be treated as 
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a nation of 350,000,000 people, one of the greatest industrial powers 
in the world. The United States has a special interest in Indian 
trade. If I am not mistaken, the trade balance of the United 
States in relation to India is in favor of India; that is, the United 
States buys more from India than India buys from the United 
States, and this has increased since the establishment of imperial 
preference. 

If you will study the American exports to India, such as auto- 
mobiles, machines and other materials, you will find that imperial 
preference has cut the American export market decidedly, so far as 
India is concerned. We have often heard that the imperialistic 
policies of certain Asiatic nations constitute a menace to world peace, 
but I believe that the discriminatory policy of some of the European 
powers against the growing industrial nations of Asia is becoming a 
decided factor for war. By that I mean the special discriminatory 
tariff against Japanese goods within the British Empire. 


CAPTAIN ELI0oT WARBURTON (London, England): As the last 
speaker has pointed out, Mr. Culbertson took as his case history the 
British Empire. No doubt it was an entirely dispassionate choice, 
and, as long as it is so regarded, it is a legitimate subject for discus- 
sion and consideration, but it seemed to me that some of you might 
leave here this afternoon with the idea that there was one more black 
mark against poor old “ Perfidious Albion ”’. 

Next to the Netherlands, Great Britain has fought a harder fight 
in the cause of free trade than any other nation in the world. For 
nearly eighty years, to the beginning of the War, Great Britain and 
the greater part of the British Empire did endeavor to maintain the 
policy of the open door. After the War, until 1931, we did attempt 
to continue that policy. Why were we not able to continue it? Our 
abandonment of free trade was not, I think, the result of subtle and 
careful thought. It was, rather, the economic nationalism (so 
heartily and excellently damned here this afternoon) of most of the 
other countries of the world, which drove us to go over to tariffs 
and, consequently, to preferential treatments in certain parts of the 
British Empire. 

We live, as Napoleon said, as “ a nation of shopkeepers.” We live 
as a nation of manufacturers, too. We must sell our goods some- 
where, and we found, after the War, that one market after another 
had been cut off from us. We need not go into the reasons for that. 
You all know them, because you all study the subject. We had to 
keep some sort of market to keep alive, and trade something for the 
food which, as I think Professor Sayre said, we need. Thus came 
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this regrettable policy of preferential tariffs. I do not think that 
anybody would want to support it in general terms. It is simply an 
emergency measure, and I certainly hope that preferential tariffs and 
economic nationalism will be eliminated before they produce the 
terrible consequences that we have heard described this afternoon. 


Mr. WILLARD F. BarBer (The College of the City of New York) : 
May I ask Mr. Sayre a question? Why have no trade agreements 
been made with Italy, with Japan, with Germany, or with Great 
Britain? If the answer is that the Department of State is now in 
the process of making such agreements, why is the American public 
left in the dark as to those negotiations? 


Mr. Sayre: I am very glad to do my best to answer that. I 
wonder whether people realize how much work there is in carrying 
on these negotiations. 

We must first reach a general basis upon which negotiations can 
be carried out. I think I need hardly say that the whole kernel, 
the basis of the American trade agreements program is unconditional 
most-favored-nation treatment. That means equality of treatment 
to all concerned. 

You ask the question: “ Why is not the United States making 
trade agreements with Italy, with Germany, and with other nations?” 
One reason is the difficulty of finding a basis for carrying on negoti- 
ations. Take Germany or Italy as an example. Neither is pursuing 
a policy of equality of treatment; neither is building its trade on a 
most-favored-nation basis of commercial dealings. 

I think that it is no breach of confidence to say that I have 
talked many times with representatives of the German government, 
both of us eager to increase trade between Germany and the United 
States, both of us eager to find some solution of these conflicting 
policies, equality of treatment, on the one hand, for the United 
States, preferential treatment, on the other hand, for Germany. We 
are still working on it. I hope a formula eventually can be found. 
Neither of us has despaired, but it is exceedingly difficult. 

Concerning Italy, a similar answer might be given. We did begin 
negotiations. Then followed various consequences of the Ethiopian 
war, which made it seem impossible to carry on further conversa- 
tions. You ask also about Great Britain. We are now carrying on 
very general conversations with the British government to determine 
whether it is possible to find the basis for negotiations. I hope it 
will be; I do not know. 
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You ask why the American people have not been taken into the 
confidence of the State Department. Under the law, public an- 
nouncement must be made before any negotiations can be carried on. 
You must distinguish between negotiations, which are one thing, and 
general, exploratory conversations to see whether there is a basis for 
negotiations, which are another matter. We always do make an- 
nouncements before any negotiations are undertaken or any commit- 
ments of any kind are made, but, before that, we must carry on 
exploratory conversations, and those conversations may be of a most 
general character or they may get down to some pretty specific 
problems. 

You ask about Japan. Again, my hope is that the day will come 
when we will be able to make a trade agreement with Japan, with 
all the other countries of the world with which the United States 
can find a means of profitably increasing trade. 


Mr. HeEvustncTton: I should like to ask Captain Warburton 
whether he thinks that it will be possible, in view of the vested 
interests which the protective tariff has fostered, for the British 
Empire to resume free trade at any time in the near future. 


CAPTAIN WARBURTON: I am afraid I am ill-qualified to answer 
that question. I do not want to abuse the laws of hospitality by 
pointing a finger at my hosts, but the United States is one of the 
countries which have led the field in tariff legislation, for very good 
and sufficient reasons, of course. You were developing your own 
industries, and you needed a wall, or thought that you needed a wall, 
behind which to develop them. Since then you have kept the wall 
up in order to maintain the American standard of living. That is 
perfectly understandable. Yet that same tariff, tending to one-way 
trade, is one of the great causes of the difficulty the world finds 
itself in today. 

If you will look at the map, you will see the unfortunate situation 
of the British Empire, broken up by water into little units. You 
wisely have assembled your forty-eight states in one country, and 
there is no preference between Massachusetts and New York, 
between, shall we say, Mississippi and Texas. We have had to meet 
the situation by preferential tariffs. 

There have been exceptions, however, to the American tariff. I 
believe that the Philippines have made one. I think that I have 
heard of one in Cuba, and I am not quite sure that other countries 
send their exports into Porto Rico and Hawaii on the same footing 
as the American exporter. I am only pointing this finger very 
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gently and hesitatingly, as you notice, but all those exceptions do 
become vested interests, and it is perfectly true, sir, that it is 
difficult to go backwards. But that does not diminish my hope that 
it will be possible for Great Britain and the British Empire, as for 


the rest of the world, to return to free, unrestricted trade wherein 
lies our best hope for world peace. 


CHAIRMAN MITCHELL: Mr. White has been asked whether ex- 
change difficulties have played a large part in the default situation. 


Mr. Wuite: Yes, exchange has played a very large part in many 
cases. In Germany, for instance, many of the debtors are able to 
pay the full service of their debts in marks, but they cannot get the 
exchange to transfer the marks abroad. You have the same situation 
in Brazil, where many of the state governments and municipalities 
are able to service their debts in full in milreis, but they are unable 
to get exchange to transfer that money abroad. Chile also has 
exchange difficulties. The problem plays a very large part in many 
of the southern European countries— Hungary, Yugoslavia and 


others. It is sometimes the most important reason why the bonds 
are not serviced. 


CHAIRMAN MITCHELL: If there are no other questions, I shall 
take this last moment to express officially the warm thanks of the 
Academy of Political Science to Messrs. Warren, White, Culbertson 
and Sayre for their most interesting discussion. 
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PART III 


FOREIGN POLICY OF THE UNITED STATES— 
POLITICAL AND ECONOMIC 


INTRODUCTION * 


HON. WILLIAM L. RANSOM, Presiding 
Trustee of the Academy of Political Science 


the Board of Trustees of the Academy, as well as its 

members, to welcome you to this dinner which brings a 
notable meeting to a close. I greet and welcome, in behalf 
of the Academy, the distinguished speakers of this Semi-Annual 
Meeting and all of you who have come together tonight to 
hear the discussion of a most timely subject. 

At the morning and afternoon sessions, the notable addresses 
and papers were concerned with the foreign policy of the 
United States in its political and economic aspects. Tonight 
we shall try, in a way, to head up the results of the day’s 
deliberations and to indicate some conclusions for your con- 
sideration. 

To you who are not altogether familiar with the purposes 
and the procedure of the Academy, during its many years of 
public usefulness, I take the opportunity to say that the Acad- 
emy is outstanding as an independent public platform, at a 
time when agencies of this character are essential to the func- 
tioning of democracy. The Academy selects subjects which 
are of first importance, presents speakers who have reasoned 
and informed views concerning them, and offers the oppor- 
tunity for open discussion. The Academy does not advocate 
or sponsor the views of any speakers, on the subjects selected 
or on any other subject. Academy meetings adopt no resolu- 
tions, reach no decisions, urge no program of action. The 
whole purpose is open and enlightened discussion, in the effort 


[’ is a pleasure and an honor, in behalf of the Officers and 


* Opening remarks at the Third Session of the Semi-Annual Meeting. 
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to make, if possible, some contribution to the great body of 
informed public opinion of our time, and to that end to present, 
for the purposes of that discussion, men whose views should 
be heard and considered on their merits, alike by persons who 
agree with them and by persons who do not agree with them. 

My attention was caught, a few evenings ago, by a sentence 
in the writings of Woodrow Wilson, which seemed to me to 
sum up the useful function of a great independent public 
forum such as the Academy of Political Science. He said: 
“ The whole purpose of democracy is that we may hold counsel 
with one another, so as not to depend upon the understanding 
of any one man, but to depend upon the common counsel 
of all.” 

I profoundly believe that America owes a continuing debt 
to such untrammelled forums as the Academy. If you agree 
that there is need and place in America for such an inde- 
pendent and impartial institution, which has no axes to grind 
and no purposes to serve other than a better and wider public 
understanding of public questions in its field, the Academy 
deserves your membership and support. 

As usual, the speakers who are to address us tonight repre- 
sent diverse schools of thought, political affiliation and experi- 
ence. Perhaps significantly, each of the speakers upon this 
metropolitan platform of the Academy comes from the great 
West, and knows at first hand the ideas and ideals which are 
uppermost in the minds of people remote from this city. 
Whether our speakers will bring to you sharp divergences of 
views tonight, I do not know. You probably have realized 
instinctively that I have no background of experience or 
knowledge entitling me to speak on tonight’s subject, as dis- 
tinguished chairmen of these dinner meetings in other years 
have so agreeably done. But I shall endeavor, if controversy 
develops here, to be an impartial umpire! You may agree 
that in these times the position of impartiality has become 
somewhat precarious. I assure you that if, in my judicial 
capacity, I offend either side of this great debate, the side 
offended may resort freely to the most modern expedient, by 
itself selecting a second toastmaster, to serve concurrently until 
I quit! And it may be that when our guest speakers have 
been fully heard, I shall venture to sum up some of the day’s 
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observations and to pitch one or two inquiries for your further 
consideration. 

As our first speaker this evening, we shall listen to an 
American lawyer who has had a most admirable and useful 
career in many capacities. As head of the Association of 
American Law Schools some years ago, as Chairman of the 
American Bar Association’s Committee on International Law, 
as present Chairman of that Association’s Section on Legal 
Education, as Dean of the Law School of the University of 
Colorado at Boulder, as Assistant Secretary of State under a 
recent administration and a first-hand observer of international 
affairs, and now as Master of Timothy Dwight College and 
Professor of Law in the Yale Law School, Mr. James Grafton 
Rogers has been and is, to my mind, one of the most worthy 
and forward-looking citizens of his years in this country. It 
gives me a great deal of personal pleasure to present to you a 
scholar and a leader of much experience, who will speak upon 
the subject “Some Difficulties before American Foreign 
Policy Today and Tomorrow”. Professor James Grafton 
Rogers, of Colorado and Connecticut! 
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SOME DIFFICULTIES BEFORE AMERICAN 
FOREIGN POLICY TODAY 
AND TOMORROW 


JAMES GRAFTON ROGERS 


Master of Timothy Dwight College and Professor of Law, 
Yale University 


R. TOASTMASTER, LADIES AND GENTLEMEN: The 
M field of foreign policy is equipped with so high a 
ceiling, so vague in its outlines, so undefined in its 
proportions, that men are easily tempted to talk about it. The 
familiar and friendly voice of your toastmaster has still fur- 
ther released my tongue, because he has said that you are not 
to believe anything that is expressed here tonight. He has 
repudiated responsibility, and Senator Thomas and I are free 
for a flight into the blue. 

In spite of these general warnings, there are in my mind 
tonight two or three thoughts which are, perhaps, worth ex- 
pressing. Loose, intangible and vague they are, but I suspect 
that their roots are somewhere near the realities. They occur 
constantly as I watch the drama of the world going on. They 
recur often as I see our own anxiety to remain out of the tor- 
nados and turmoils, which we are beginning to appreciate are 
the usual weather of international life. 

A day like today, spent by the Academy in the discussion 
of concrete problems of debts, of neutrality, of tariffs, of eco- 
nomic policies, is, after all, only laboring detail. It concerns 
sectors of foreign policy. In the wider circle of the foreign 
policy of the United States, our welfare—our part or lack of 
part in war or in peace—depends much more upon our own 
character, outlook, ambitions and ideals, indeed upon the in- 
tangibles of life, than upon a scheme of topics. The critical 
questions of war and peace rest on the interplay of national 
attitudes and ideals, errors and understandings with those of 
other nations, rather than on the determination of explicit 
policies. In the end, the American people behave like the 
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American people, and the people of Czechoslovakia, Jugo- 
slavia, Norway, Brazil and Argentina behave also in their 
own modes. These are the more important, if more difficult, 
elements in the topic of today. The final result is controlled 
not by tariff policies or debts but by the interplay of national 
personalities. 

With that thought in mind, I have some suggestions to make 
about the difficulties that today face American foreign policy 
in giving effect to the determination of our people, if possible, 
to keep out of war and entanglement. In the first place, it 
seems to me that the American people’s chief trouble today is 
that they are in possession of a mistaken school of thought. 
The premises of this school seem to me false in all major out- 
lines. I can explain, but I cannot justify, its views. Its tenets 
seem to me one of the most likely grounds of entrapping us in 
misunderstanding of what other people are doing and, there- 
fore, in failure to guage what Americans should do as we 
proceed in the next decade or two. 

The school of thought to which I refer is called, in its 
broader phases, the economic interpretation of history. It 
assumes that everybody acts from the profit motive; it pro- 
claims that the world is run by a vague kind of Frankenstein 
called an economic man. In its particular application to our 
question tonight, it assumes that every war is carried on for 
gain, that war is a profit-making enterprise. Let me illustrate 
this view for a moment, if you will, in another phase. 

Many magazines and books have been issued recently with 
interpretations of the history of the American Constitution. 
Most of these preach the doctrine that the American Constitu- 
tion was the product of a group of property holders in the 
years immediately following 1780, who wanted to protect their 
possessions. They joined a grand conspiracy. The upshot 
was a constitution expressly devised to protect their property 
and to enable the conspirators to make as much money as 
possible. 

There is just enough truth in this view to be interesting, 
and just enough truth to be misleading. The real motivation 
of the Convention which led to the Constitution of 1789 was 
the desire to invent some scheme to unite in peace a lot of 
colonial foxes whose tails were tied together and who were all 
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running in the various directions of the compass. It was a 
federal problem. If, as undoubtedly was the case, an eco- 
nomic theory or motive was in the minds of the men concerned, 
it was minor. We only deceive ourselves if we let the economic 
man seem to preside over all of human affairs. The school 
of the economic interpretation of history has contributed some- 
thing to our understanding, because in the long run the eco- 
nomic motive is persistent and it counts, but in the detail, the 
school misleads us persistently. 

When we turn to war and to motives for war, we discover 
that international conflict is attributable to the economic motive 
only in very narrow limits. Nobody who knows the history 
of Europe imagines that its wars have been fought for gain, 
or for any motives reducible to those of capturing bread or 
food or shoes or garments. Wars have been fought most often 
for dreams, for religions, for political motives, for idealization, 
or because of hatreds and fears. 

The American people watch day by day, with their hearts 
in their mouths, the slaughter going on in Spain. They see a 
Spain torn by paroxysms of hatred and of anxiety, emotions 
so old in the centuries that the artists of Spain have painted 
them and the authors of Spain have described them through 
indefinite years. Two thirds of Spain’s history has seen blood- 
shed. Groups of men, classes of men, provinces of Spaniards, 
suspecting and hating each other, have repeatedly resorted to 
slaughter. Anybody who looks at that picture and assumes 
that he sees an economic man parading around looking for 
food, clothing and shoes in a cold-blooded, balance-sheet sort 
of attitude is only permitting a current doctrine to foo) his 
own mind. 

It is true, perhaps, that the histories of the United States 
and of Great Britain have illustrated more concretely than 
those of any other modern nations the importance of economic 
motives. It is not true that even our own wars can be dis- 
posed of in those terms. It is not true that when war was 
made in 1914 it was made on that basis; nor is it true that 
today the nations which threaten the skies with their thunder 
are thinking in those terms. We deceive ourselves if we so 
construe the situation. 
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Three nations today, for the first time in the history of the 
generation here represented, are threatening aggression in the 
world. How many of those three can find their motives re- 
duced to simple questions of material gain? Pride and am- 
bition and self-realization are what dominate the ideas of 
Germany and Italy. Glory more than gain colors their mo- 
tives. Turn then to Japan. Men say to me, “ Why have we 
any concern in the Far East? We have no trade.” I find 
myself saying to them, “Is it trade that makes war or peace? 
Is it trade that dominates the policy of Japan today?” It is 
the military motive which is usually urged by the people of 
Japan as the foundation of their aggression. An economic 
motive appears only in a collateral sense. Yet here is the 
clearest instance of the economic motive for warfare and for 
aggression commonly paraded in the headlines. 

More men have died for dreams, for ambitions, for emo- 
tions of fear and of hatred than have ever died for food or 
for clothing. Look back over the centuries and then measure 
what you read against this simple nursery-rhyme theory that 
the essence of history is that men go seeking clothes and shoes 
and bread, and make war and die for them. 

The economic man is everywhere seen out of proportion. 
Turn for a moment to Russia, where the economic motive 
seems to have dominated development. Can anybody look on 
the history of Russia today and not see that what originally 
was an economic philosophy soon became almost a religious 
crusade and has today degenerated to a large degree into a 
struggle for political power and prestige between groups of 
men in control? The ideal has so changed its form that it 
scarcely resembles its own youth. Can we conceive of an 
economic motive in its true sense when men die that their de- 
scendants may have more? Those who slaughtered and those 
who died in Russia, the men who sacrificed ease and life that 
some future generation might profit from the fruit of their 
dream organization, were not in any sense impelled by the 
kind of thing we talk about when we speak of material gains 
energizing mankind. My thought is that, if the American 
people treat the storms that break over this world as being 
simply explainable on some basis of excess populations, or of 
a desire for colonies and for raw materials, they are deceiving 
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themselves. If they so deceive themselves, they run risks, 
The disease of war, like other ailments, is most destructive 
where ignorance prevails. 

I turn to another thought. There is deeply imbedded in 
the American mind today the feeling that a policy of tempor- 
izing, of withdrawing, of retreating, of turning the other 
cheek, can somehow preserve us in the confusion and the tur- 
moil to come. This feeling is partly a product of propaganda 
during the last ten years. It is partly a resort of desperation, 
as I see it, but partly also a form of idealism, a sweet con- 
formity to the old teachings of Christianity. With a great 
expenditure of money and executive energy, we have been 
effectively taught that the way to avoid conflict is to retreat. 
This seems to me a dangerous and doubtful plan of action. 

The nearest analogy that is ready at hand for war in our 
domestic experience is the kind of gangster warfare that our 
newspapers picture, the sort of mob action of which all of us 
have seen something, or, perhaps, the barroom brawl on the 
frontier. Every child knows that the mild, retreating by- 
stander in those circumstances is often the least respected, the 
most trodden, and in the end the most involved. 

Fables from Greek days are full of evidence that the by- 
stander who quietly stands his ground in the path of the panic, 
or the mob, or whatever type of disorder you please to picture, 
is most likely to escape injury. The neutral who quietly pre- 
serves his footing, his dignity and his position is the least 
likely to suffer in social turmoil. The western movies play 
on this theme every day in the theaters. The stories our chil- 
dren read are full of it. It is one of the simple axioms of 
life. I see no more treacherous policy, as I read international 
affairs, than the conception that by retreat, by isolation and 
by retirement we can escape the conflicts which may over- 
whelm our neighborhood. 

But history reveals another consideration even more impor- 
tant. Whatever progress has been made in the limitation of 
war is due to the insistence of neutrals on their own rights 
and dignity. In the last two centuries the idea that neutrals 
are entitled to rights, that nobody, because he chooses to make 
war, is free to upset the whole world, that there are limita- 
tions on the privilege of destruction, has made important 
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progress. What little has been gained is largely due to that 
insistence. 

Yet today I see the American people possessed and com- 
manded by the view that our safety lies in retreat and sur- 
render. The Secretary of State of the United States and his 
assistants warn us that the experience of the State Department 
is to the contrary. Many others voice the same opinion. 
Perhaps we are gaining some conviction but I doubt it. 

Another thought, again intangible and a little difficult to 
express, is constantly in my mind. Another difficulty clouds 
the decade ahead of us. It seems to me the American people 
are handicapped just now in the matter of controlling their 
own emotions. 

The testimony of the historians is that, in the period fol- 
lowing the Jacksonian régime a hundred years ago in this 
country, the conduct of the foreign relations of the United 
States was exceedingly difficult, because of the emotions that 
had been aroused in the battles under Jackson. Our own 
period is not only comparable to the Jacksonian period in 
politics, in many respects, but is day by day being compared 
in high places with that epoch. 

Today the United States is divided into two armed camps. 
Let us admit the fact, and face it and recognize its conse- 
quences. Those two armed camps are fairly evenly divided 
in population. Each of them is jealous of, suspicious towards 
and hostile to almost any policy originating in the other camp. 
Such was the case also a hundred years ago when the grizzled 
warrior, Jackson, retired from the field of controversy and 
left the turmoil that his two terms had stirred. 

We cannot expect this emotion to evaporate in a year or 
two, perhaps not in ten years. Any policy which either one 
of those divisions of our population advocates will instinctively 
receive an emotional resistance from the other camp. Our 
people have been deeply stirred, partly, as I see it, by the very 
false exaggeration into a political doctrine of the kind of mis- 
understanding that I talked about a moment ago, of economic 
motives. Whatever the causes may be, our wounds are raw, 
our emotions sensitive. The man who proposes to advise and 
guide the American people in the next decade is dealing with 
an unsettled psychology, deeply suspicious of motives, objec- 
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tives and policies, and he has ahead of him a serious problem. 
Nor is that all. We may be impatient of any effort at guid- 
ance or control, and after our deep preoccupation with internal 
reorganization, we are very likely to turn from sheer relief to 
as keen excitement over external politics. 

Only three times in the history of the United States has a 
national campaign been waged on a point of foreign policy 
and in each case there seems to have been some connection 
with an intense excitement which had preceded over internal 
policy. One phase of this cycle is familiar to everybody. We 
all know that the dictator or demagogue often turns to foreign 
adventure when he stumbles and grows weak in domestic 
policy. The same escape is made by the masses of the people. 

Furthermore, a new thought has developed, a new political 
idea has become prevalent among our people. We have been 
told that political leaders should be responsive, that they should 
not lead the people but should be led. A direct democracy is 
today the image that our people approve. We will not gladly 
be patient with limited government or independent men. We 
talk of mandates, not advice. 

Let us go back, for a moment, to the Spanish-American 
War. There is a general agreement among students, I think, 
that the causes which led to the Spanish-American War were 
almost identical with the trends that I have been describing. 
The thunder of the great silver campaign of 1893 to 1896 had 
only traveled a little way from the scene. Men had been long 
angry. I can remember as a little boy the intensity of the 
campaigns over the silver issue which tore the United States 
and divided every community. 

Cleveland had carried on cautiously through his adminis- 
tration. He felt that he was responsible for wisdom regardless 
of what the people thought. He was succeeded by William 
McKinley, who was essentially a follower, a responsive poli- 
tician. We were in war almost overnight. 

For thirty or forty years conditions had been much the same 
in Cuba. Violence and slaughter there had aroused the 
American people as early as the Grant administration. The 
“ Virginius incident”, which some of you may remember in 
detail, had stirred this country to a point where it required 
the steadiest of heads to keep us out of intervention in the 
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Spanish colonies. For thirty years the same story of Spanish 
violence and American sympathy had gone on, over and over 
again. Suddenly we were plunged into intervention with its 
consequences running deep into our present history, and into 
a war not very costly in slaughter or in wealth, but highly 
involving for another generation. The end is not yet. 

We need not trace the history of the World War. Our part 
in it was in turn a product of emotional strain. The point I 
am suggesting is that today, more than ever in my lifetime, 
American emotions seem difficult to control, and American 
statesmen, who face the problem of guiding the American 
people, and keeping cool their passions and their resentment 
if war should break around us, have a task unusually difficult. 

These three then have been the thoughts in mind. First of 
all, I feel that our American idea of war is almost certainly 
wrong and that we are likely to misunderstand what goes on 
around us. The second thought is that our current belief in 
retirement, or retreat, is not well founded. History hardly 
justifies it. Our experience is against it. My third thought 
is that in this decade we face a state of public mind difficult 
to keep temperate. 

What can be done to meet these conditions? There is need 
of steady leadership. I keep wondering whether somewhere 
in the United States there cannot be developed a group, an 
institution or an organization to which the people of the United 
States would be willing to listen in times of international stress. 
The power of the editorial page, so active a few generations 
ago, is greatly weakened. The only leadership that I can see 
today is political. Political leadership seeks to be popular. 
It rejoices in being responsive. It is impelled by motives 
which seldom consider simply the welfare of the nation. 

Is it possible to create somewhere in the United States organs 
or institutions which can speak temperately and yet authori- 
tatively on our foreign affairs? None now exist. We have 
much propaganda. What we need is not more emotion about 
war, but less emotion about it. We would gain not by more 
but less crusading. Steady, quiet thinking, restrained speech, 
temperate approach—there, and there only, lies salvation. 

Finally, if war breaks, will the neutrals find a way of limit- 
ing its effects? The bystanders in the Spanish war have 
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played a significant part. The effort has not been wholly 
successful. These things are never glorious successes. There 
are, in spite of the newspapers, seldom any diplomatic vic- 
tories. It is not diplomatic to have them. 

The Spanish story is not a pretty one. But, on the whole, 
the flame still remains within the place where it began. Some- 
thing has been gained, something has been proved in the way 
of technique. Perhaps a union of neutrals, a combination of 
the bystanders, may furnish, as in the case of Spain, some 
helpful check in the event of spreading war. 

There is a saying that every war office proceeds to the 
strategy of a new war on the theory that they are going to 
win the last preceding war. Part of our difficulty with Ameri- 
can thought is that we are entirely concerned with the last 
war that we happen to have been in. There were wars before 
the Great War. There have been three or four wars since. 
It does not necessarily follow that all the conditions of the 
Great War will prevail in the next one that occurs and that 
we need be governed by the complete abandonment of the 
principles of neutrality, of the protection of the bystander, that 
we saw twenty years ago. 

These thoughts amount in the end to a plea for temperate- 
ness, for measured judgments, and for discipline in the habit 
of keeping our heads. Our present Secretary of State, with 
his devotion to the reciprocal tariffs which have been discussed 
today, is, in my mind, dealing with a sound principle. He is 
trying to restore the normal intercourse between nations. In 
terms of trade, the results are minor. The real gains are made 
by restoring neighborhood dealing. Neighborhoods that bor- 
row sugar and coffee across their back fences do not readily 
quarrel. Cool heads and normal interchange are the first 
prescription of international medicine. 


[388] 


| 
| 
| 
| 


No.3] DIFFICULTIES OF AMERICAN FOREIGN POLICY 117 


REMARKS BY THE CHAIRMAN 


CHAIRMAN Ransom: It is the privilege and honor of the Academy 
to welcome as its second speaker a distinguished Senator of the 
United States, not primarily as a member of the Senate who for 
several years has had much to do with the development of the foreign 
policy of the United States, but rather as a gentleman who has long 
been a student of history and of international affairs and of govern- 
ment, who has written and spoken extensively on those subjects and 
has taught in a great university of the West, has come into politics 
from the classroom and has brought into the work which he has done 
in the Senate the point of view of the student and the scholar. Dur- 
ing past weeks, we have had a renewal of demand that in some way 
the American foreign policy should be made definite and should be 
disclosed in terms precise. There has been wide divergence of opinion 
as to what should be that definite policy. Our next speaker suggests 
his answer in his topic: “‘ The American Peace Policy Need Not Be 
Definite”. Senator Elbert Thomas, of Utah! 
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THE AMERICAN PEACE POLICY NEED 
NOT BE DEFINITE 


HON. ELBERT D. THOMAS 
United States Senator from Utah 


AR is simple; peace is complex. War has but one 

W objective; peace has many. He who thinks that 

there is a single road to peace must end in disap- 
pointment. The way to peace may be in the world, but the 
paths are still hard to follow. Thus, if ever peace comes, it 
must come from planning and must be built upon organization 
which reflects that planning. 

Perhaps an international golden rule is, or could be, the 
broad highway to peace. Perhaps, after all, we do not need 
to follow many little paths. All we need to do is to have all 
nations assure all other nations that no nation will ask another 
to do that which it would not do. 

Our problem is ages old. History tells us that nations always 
have lived om other nations. From the first, governments and 
peoples have rarely questioned the right to live on other 
nations. The prepositions “on” and “with” are disarming 
little words, but for our purpose tonight they represent a space 
as great as the distance from a peaceful planet to Mars. 

Nations today are faced with a grave decision. It is a 
difficult decision for each nation, thinking alone, to make. It 
would be an easy decision to make in concert. Nations soon 
must decide whether it is agreeable that one nation shall live 
on another nation, or whether all nations shall live with all 
other nations. 

Years of habit are against us. This is an awful fact to 
contemplate. Universally it has been applied, until it seems 
to have become a part of my thinking and yours. Isolated, 
yet quite common, examples of its application have continued 
to this very moment. Is there, then, no hope? 

I think that we may say in perfect confidence that not all 
nations are willing to feast off the toil and sweat of the peoples 
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of other lands, and therein is a little gain along a tiny path 
which leads to the road to peace. 

Self-control and self-restraint are terms so Utopian that it 
is almost impractical to consider them. Even the theories of 
national self-control and self-restraint are far from universally 
accepted. An accident, and they are gone; but if nations are 
learning to live with one another, though the paths to peace 
may be many, varied and uncertain, this is a gain, and there 
is hope in the world for peace. 

Never have we had anything like universal law. There is 
today no tribunal whose jurisdiction is world-wide. While 
there is a structural approach to such a judicial body, its 
judgments are not enforceable against a state unless accepted 
by that state. There are those who, for this reason, scoff at 
the very idea of an international court of justice, and point 
to its limitations and shortcomings. In our own courts, how- 
ever, there is some sense of uneasiness, when one has been 
given a trial and has been found wanting, when the eyes of all 
who know him are turned toward him against whom a judg- 
ment has been entered. World opinion is like that, especially 
if it is a just opinion. 

Men in high places are sensitive to public opinion. A recent 
skirmish between an important city official in America and a 
soldier-statesman abroad leaves no doubt of this. Of course 
we are all sensitive to public opinion. I am afraid some of you 
would smile if I tried to say that every one always stands in 
saintly awe of the obiter dicta of a high tribunal, but a judg- 
ment is a judgment, and it does not fail to impress. The 
judgments of our own courts do not necessarily have the 
United States Army behind them, and I am sure the Com- 
mander in Chief of the United States Army has not been in 
accord with all of them lately, but the rendering of acts of 
Congress unconstitutional has had a greater force behind it 
than the United States Army. It has had the force of public 
opinion which, though divided as to the correctness of the 
court’s judgments, cries out today for one of three things; 
namely, amendment, increase of judges, or popular acceptance 
of the judgments, but never for nullification, for negation, for 
rejection. Who, facing these facts of comparison, can say that 
we do not in truth have a court of virtually world-wide juris- 
diction ? 
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There exists today a society of nations, but this society does 
not include all nations. At the most it can only discuss and 
recommend. The residents of its membership are not citizens 
of this society of nations, for it does not have any citizens and 
does not confer citizenship. It cannot legislate, it cannot en- 
force. If it is a unity, it is simply because its parts function 
out of a sense of an ideal of national behavior, and not from 
any actual or even implied force. But, indeed, it is a unity 
and, as such, its existence is a path to peace and its progress 
is measurable. 

In the past, when men gave perfunctory service to a more 
or less unified rule, the titles of potentates demanded an un- 
questioned obedience wherever the royal name could be thun- 
dered. Was there unity? Of course not. Today all states 
stand theoretically equal to all others, and we have a nearer 
approach to unity than ever before. It is paradoxical that, 
when the universal authority was declared, the world had no 
united will, and today, when it is disclaimed by all, we really 
have an approach to unity. In this anomaly we have the 
secret of better world relations. 

As I view things today, the greatest problem facing the 
world in international relations is the same problem that is 
facing us as a nation. It is the problem of democracy. With- 
out the solution of democracy’s status both at home and abroad, 
we can achieve here, and in an international sense, only that 
sort of unity which the world has always known. If our 
country and the world tend away from democracy, unity may 
be achieved through a Holy Alliance method in defense of 
hereditary government, or it may arise in a form similar to 
that at the outbreak of the French Revolution, when the revo- 
lutionists turned anti-aristocratic. Such unity would not solve 
the world’s problems internationally, as Americans would like 
to see them solved. 

The isolationist idea in America has become stronger when- 
ever we have been able to point our finger at the rest of the 
world and say that they are not like us and that, therefore, we 
should not join with them. Moreover, it would be contrary 
to American ideals and American theory to attempt to thrust 
our governmental notions or political theory on the rest of the 
world. This we cannot do, because democracy does not re- 
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spond to force. It responds only to persuasion, and the Ameri- 
can ideal can be attained only as a result of well-reasoned 
actions. 

There always has been an unconscious unity in the world. 
It is extremely interesting to block out a given century in past 
history, and then study different parts of the world during 
that century and see how world-wide the problems, the ideas, 
the attitudes and the expressions of widely separated peoples 
have been. This I have done in a rather formal way, as some 
of you know, in regard to the twenty-third and twenty-fourth 
centuries B. C., the sixth century B. C., and the first century 
A. D., and I am convinced that my little thesis holds even for 
1937. I shall explain. In the last month or two I have taken 
part in a series of talks dealing with international relations. 
After I had finished one of my talks, the gentleman who fol- 
lowed me submitted for my consideration the manuscript of 
his next talk, and, after reading it over, I told him that I was 
more interested in what I might do with one of his paragraphs 
than with his whole manuscript, although his address was a 
very splendid one. He was dealing with the problems of a 
certain foreign country, and in handling this subject he had 
written a paragraph of description concerning the economic 
and political conditions in that land. I showed him what I 
meant by the attractiveness of his paragraph in a considera- 
tion of my little thesis. He could not see my point, so I illus- 
trated it. I took his paragraph which was written, let us say, 
about Japan. I struck out the word “ Japan” and I substi- 
tuted the word “ Germany ’’, and together we discovered that 
that which he had said held just as well for the second country 
as for the first. We next changed the name of the country to 
Russia, then to Italy, to China and to England in turn, and 
then I said, “‘ Let us see if the impossible of impossibles can 
be true. Let us change it to the United States.” Even I did 
not expect that the paragraph would come out so well, and 
my friend was astonished beyond words. Therefore, I think 
I am right in saying that the problem which faces the world 
today is our problem: Can democracy be made to function? 

I know of no land today which has not a real fiscal, mone- 
tary and debt problem. I know of no land today which is 
not concerned with the armament problem. I know of no 
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land today wherein constitutional change is not being agi- 
tated. I know of no land today which is not either in the 
process of solving, or attempting to solve, or completing the 
solution of labor and industrial ills. 

If the individual parts of the world are all struggling with 
political, economic and social problems, and if the solution of 
those problems in one place will help in solving them in others, 
and if the problems of the world are practically the same, is 
it not obvious that world-wide codperation in the solution is 
the only way out? One becomes almost boyish in his outlook 
for even suggesting it, but still the problem is with us and it 
is with us, I think, primarily because the establishment of the 
American government and the bursting forth of the ideals of 
the fathers were part of a great world movement. Without 
being conscious of the fact, we assumed that we were leaders 
in a movement, when we were merely going along with other 
nations. 

The most artificial of all our barriers today are our state 
and national lines. The most ardent patriot, the most valiant 
defender of states rights, the most conservative of lawyers in 
America—the world’s most glorious paradise for lawyers—has 
never gone so far as to suggest that thought, for example, is a 
matter of strictly local concern. Is there nothing common in 
the various fascist movements? Is there nothing common in 
the various socialist movements? Is there nothing common 
in the various democratic movements? Is there nothing com- 
mon in the various world organization movements? Is there 
nothing common in the Pan-American, the Pan-Russian, the 
Pan-Italian and the Pan-Asiatic movements? Is there not a 
common aim underlying fifty or sixty international organiza- 
tions? Does it hurt our sense of national pride when a great 
judge of our Supreme Court, for example, calls attention to 
English law or to a decision of the Permanent Court of Inter- 
national Justice? Is religion a matter of a single place, or 
can we, to the satisfaction of nearly everyone’s idea of worship 
today, offer our prayers wherever we are? Who among your 
friends has not traveled in foreign lands or studied foreign 
languages? I have overdone this line of thought, but there 
is reason in what I have done, for I would dislike to be marked 
down as a Pollyanna in my philosophical outlook. If I belong 
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consistently with any school of philosophy at all I am an out- 
and-out pessimist, so much so in fact that my friends have 
described me as an optimist in my pessimism, in that I always 
hold out the idea that no matter how bad conditions are they 
will surely be worse tomorrow. Yet in spite of that pessimism, 
and in spite of my outlook, there are so many fine things 
happening in the world today, and we are getting so close to 
the solution of many problems, that instead of constantly feel- 
ing that the world is slipping back and getting nowhere, I read 
the opposite in nearly every movement. 

Youth is freer than it has ever been. More persons have a 


‘chance at the elements of an education than ever before. 


There is more going and coming than the world has ever 
known; there is less restraint upon those who go and come. 
Knowledge, ideas, notions of sanitation and hygiene are far in 
advance of any point ever before attained ; the thoughts of the 
average man and the standard of the average life, when meas- 
ured in a world-wide scale, are much ahead of those of any 
previous time. If man’s ability to destroy himself is one 
of the glories which come with the notion of individual free- 
dom, the ability to destroy is greater than it ever has been. 
The restraint of law rests more lightly on individuals and 
nations than it ever did before. This, of course, seems to be 
an ill, and among many peoples the lack of respect for law is 
carried to the point where it results in self-destruction and a 
breakdown of faith. Yet even this, in the light of world-wide 
cultural and political history, is good, because the law of cus- 
tom and the law of the state and the law of the family and 
the law of the church have been in the past the great bonds 
that have held men back. I say all this without condemning 
any one of these institutions, for it is in the abuse of law, it 
is in the pressure of custom, it is in the dulling effect of cul- 
tural habits that man has been held back. The individual, in 
his rights, in his personality and in his ability to project him- 
self, stands today far above the individual of the days gone by. 
These are things for which we should be grateful. 

The best condition of all is that today we know what ails 
us, whereas heretofore we have not known. There is universal 
recognition of our ills. It is only in their solution that we 
find the difference of opinion. Thus, again, we emphasize 
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unity and also diversity. My theme, then, is that we must 
become united in the solution of our ills as we have become 
united in the recognition of their existence. 

Today, possibly because Einstein suggests it, more likely 
because it is so and Einstein enthusiasts merely observe it, our 
ideas of government are as relative as anything else. Sover- 
eignty is becoming widely accepted as a relative proposition; 
insistence upon the hard rights of sovereignty is everywhere 
relaxed. The personification of England’s Gibraltar has been 
seen to wink her once solemn and forbidding eye, in order to 
keep the peace. Again, Italy’s forty thousand, rushing sternly 
to the help of another, have stopped leisurely to light a cigar- 
ette, and to smoke it too. If they have crossed the border, 
they have not done so en masse or with bugles blowing. Stalin 
has found it possible to look upon a new day and endure it, 
though Trotsky still lives. The German Kaiser continues to 
chop wood, though the common people of many lands in 1919 
were shouting for his head, and might have had it if they 
had stayed angry. 

American battleships, like the wills of some of our bluffing 
neighbors, no longer seek to protect an American dollar wher- 
ever it may be invested. How good, that we all have lost 
face! Blushing furiously we have rushed to the mirror! How 
astonished each of us is to find that there is more true char- 
acter in his face after some of it has been lost! 

Yes, we must continue to break down absolutes, if good will 
is to rule. It is an affront to civilized thinking that we justify 
an assault on a man simply because he is Anglo-Saxon or 
Teutonic or Nordic or what not, according to our national 
mood of the moment. Men and women travel more today. 
When in each other’s lands, they have less sleeve for laugh- 
ing; with better preliminary education, they have more back- 
ground for comprehension. They understand what they see 
and hear more perfectly than of yore; they have better man- 
ners abroad, and, consciously or unconsciously, they adjust 
themselves and give a better report when they come home. 
Men and women, whether they travel or not today, like their 
neighbors better. Progress in this direction, insignificant as it 
may seem, is a path to peace. 
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Let us consider our closest neighbor, Canada. The heads 
of our government and hers have hopped so many times across 
the little hedge which might be a high board fence, or stone 
wall, that the process almost has ceased to be news. Our 
President has no more difficulty in feeling at home, and at 
ease, and even at complete rest in Canada than he has in the 
White House, at Hyde Park or at Warm Springs. We have 
had visits from those chosen by Canada’s electors and those 
designated for Canada by the parent nation of us both. A 
few days ago, we of the Senate bowed pleasantly to the 
Crown’s representative, the Governor-General of Canada, and 
on the floor of the United States Senate a history-making inci- 
dent occurred. 

Ask yourselves, if you believe in absolutes, whether Canada 
is American or English? Where is our absolutism? Is Canada 
Pan-American material? Always we have saved a chair for 
her in the Pan-American Union. She is free to sit in it if she 
chooses. She is as thoroughly American as we, whether she 
sits in her place or not. She is as thoroughly English as a 
daughter can be, if she occupies it for centuries. Must it 
matter to anyone that she is friendly to us and at the same 
time loyal to a mother who wisely recognizes that she has 
grown up? Must we always be typing every government and, 
in an attempt to pin a label, making an erroneous absolute in 
our minds? Must it matter that Canada is American to us— 
for truly by the Statute of Westminster she is a nation in a 
commonwealth of nations—and English to England—for just 
as truly she is part and parcel of the Crown? Do we care 
that she is a republic or a dependency, monarchy or democracy, 
and is both, and is neither, and is none of these and is all of 
these? Canada under English statute is perfectly free, if she 
chooses, to take her place in the Pan-American Union. Where 
are our absolutes and why must we look for them? The status 
of a foreign country is something like the status of a bill in 
Congress. If we want to know the latter we must ask the bill 
clerk today. Yesterday’s answer may not serve. That abso- 
lutes are slipping indicates a forward march on one of the 
wider paths to peace. 

It is within my short lifetime, and within my adult memory, 
that war was accepted as a necessary part of the life of nations. 
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I have even heard it said that war was good for business. A 
few young patriots would go away to a limited area known as 
the theater of operations, and, on this little stage, with few 
shifts of scenery, a great sporting drama would be enacted. 
Nations in hot blood had quickly resented national insults, and 
that had led to war. Those who had most greatly resented 
the insult stayed the farthest possible geographical distance 
from its vindication. The conflict might be short or it might 
be long, but at least the last two American wars menaced the 
lives and security of a relatively small number of Americans, 
in an area pleasantly detached from this continent. Even in 
the War between the States many parts of the North were 
scarcely conscious of the conflict. But today’s war forces the 
soldier to learn to charge something for his services. He seems 
to have lost his reverence for women and children; he seems 
indifferent to staying within the theater of operations. More- 
over, a prisoner is not to be kept, but killed; and the popula- 
tion of a captured community, far from being harbored or 
driven to the outskirts, is to be decimated. The old sporting 
elements, that believe in giving a bird a chance to take wing, 
have disappeared from modern war. In their places are dull, 
soulless creatures whose idea of the romance of war is no more 
elevated than the attitude of the nocturnal plunderer whose 
sportsmanship embraces the dynamiting of fish. 

Now, my fellow Americans, here is a pretty picture for even 
your most intensely nationalistic countrymen to contemplate. 
Here, at last, is a war which no one can win; the fun, the 
flash and the glamor go when our own homes are in the 
theater of war, when our own children are not only accidental 
but deliberate targets. May I call you a militarist, and you a 
pacifist, as you insisted each other be called a decade ago? 
Of course not. You do not want to be labeled, and your old 
absolutism is gone. You, and you, want to be salesmen of the 
idea that war does not pay anyone. You want to make it clear 
to those that hold your country’s destiny in their hands, your 
Congress in part, for example, that every purpose for which 
modern nations might contend can be accomplished better by 
some other medium or instrument. Universal recognition of 
these horrors, if it has come, is more than a few strides on the 
path to peace. 
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It is true that the growth of institutions has developed the 
ability to destroy. It is equally true that it is difficult, and a 
real military challenge to any nation, to keep scientifically 
abreast, with defenses, of another’s tremendous capacity to 
destroy. It is shocking that today armies do not fight armies, 
but whole nations fight whole nations. It is readily seen that, 
in the event of future wars, individuals will lose every whit of 
freedom that they ever possessed and private property every 
form of security it ever enjoyed, and these unusual depriva- 
tions will be made by both the alien country and the country 
which exacts so great a toll of allegiance. 

Where, you ask, do we find any enthusiasm for war under 
such conditions? I think, however, that except for a war-mad 
ruler, some criminally insane zealot in a position of power, 
we may assume that no one in power is likely to pick on anyone 
his size, internationally speaking. We have little reason to 
hope that a big fellow will not “ choose” a little fellow, and 
the danger is that in so doing he may touch off something 
bigger. Fortunately the great minds today are in a “ penny 
ante”’ mood, and have only “chicken feed” ambitions, as 
present studies indicate. In this situation there is hope; all 
good nations stand ready to shame, if not to stop, a bully. 
Is this fact a path to peace? Definitely it is, if we realize that 
a path may be a path to glory, though its side trails be fraught 
with danger. It is pleasant to think that the Frankenstein 
monster of war preparation may destroy itself by its sheer 
ugliness. It is horrible to think that it may not. 

This brings us to a pretty point. What are nations doing 
with their armies and navies? Introspection at home may 
help answer this question. For a long time armies and navies 
have done less fighting than anything else. They are justified, 
and are justifying themselves, more and more by services other 
than mere offense and defense. The American army, for ex- 
ample, has given us a pioneer application of social security. 
Its officers have taken a nebulous C.C.C. idea and have made 
of it a good civilian product. The service is valuable in harbor 
work and in succor during flood and other distress. I have 
asked the national guard to study labor relations, even at the 
expense of perfecting the hand salute, and in this I am most 
serious. 
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What other little avenues of peace have we? We—all 
nations together — would do well to require one another to 
speak frankly upon armament needs, to tell others frankly that 
which now we report among ourselves so secretly ; for example, 
how many guns, ships, airplanes we need and for what pur- 
poses. A ridiculous exposition such as most nations would 
have to give, were they to speak the truth and confess their 
fears and ambitions, would not likely be made, and a self- 
imposed restraint might result. Defense would become de- 
fense, not potential aggression. How splendid if all defenders 
merely sought defense! 

Imperialism is said never to have been an American policy, 
but this statement has been questioned with good reason. To- 
day, however, what has become of “ the white man’s burden”, 
“ dollar diplomacy ”, and “a battleship wherever a dollar is 
invested”? They are not part of our national thinking. May 
we say today, as an absolute statement, that imperialism is not 
American? Of course we may. Non-imperialism is not uni- 
versally accepted; and we still hear that some nations need 
colonies. But if some of us are backing up from a sure-fire 
trip down the slippery pavement that leads to a head-on crash 
into war, does it not follow as a corollary that we are getting 
that much closer to peace? 

Americans are prone to belittle mere international conver- 
sations, saying that we are built for action, not for words. 
We are amazed, therefore, to see our industrialists and labor 
leaders talking across the table, liking it, and getting some- 
where. Wherever and whenever they do so, are they not on a 
boulevard that leads straight to labor peace? What difference 
is there between labor peace and any other? Why do many 
of our people feel that they must regard international conver- 
sations as just plain gab? Is it not possible that we have 
traveled toward peace, on a wide path, each time that we have 
conversed with our neighbors, and that more and more fre- 
quent conversations will take us within sight of the Broad 
Highway ? 

How, now, to end my talk tonight? With a bundle of loose 
ends? Shall I confess that all I know about peace, or, worse 
still, that all that is known about peace, is a basket of loose 
ends, and that the only paths to peace are, like the loose ends, 
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as scattered and incomplete as the ideas thrown out here to- 
night? 

If I should so confess before a lay audience, the effect would 
be wonderful, for our very helplessness and relative hopeless- 
ness would frighten a lay audience into some hard thinking. 

But, if we, who already have thought long and hard upon 
the subject of international relations, finally come to conclu- 
sions, as we must, we are not in much better position than the 
layman in figuring out mere premises. The conclusion is ob- 
vious. We must organize and plan, organize and plan, and 
still do more organizing and planning. 

The fragmentary gains, which I have mentioned, are nearly 
the only gains we actually have made. We have almost the 
whole job before us; little of it is behind us. We have had 
little trial and error; and far from making an exact science 
of our meager findings in the seldom-visited laboratory of 
peaceful experiments, we have scarcely enough data for the 
formation of the most inexact science. Seeking peace is a 
brand new activity. But the rules are about the same as any 
set of rules for a new project. Like the fool who thought 
that he could make a steamboat, harness electricity, fly an air- 
plane, cut through America’s middle with a canal of water, 
or build Boulder Dam, we must first really have faith in our 
dream. We must organize and plan; and, of course, everyone 
is laughing and will laugh. 

They do not know, however, why they laugh. For the first 
time in the world’s history, all the plain people on the face of 
the earth pray for peace and ask the gods of their destinies 
to keep war from their lives. With this knowledge, some of 
us in Congress, and some of us not in Congress, may lay a 
fairly stable foundation for the world’s greatest project. 


[401] 


ll 
0 
at 
d 
ir 
y 
d 
h 
a 
| 
e 
e 
| 
e 


CAUSES OF WAR CAN BE REMOVED BY 
IMPARTIAL ADJUDICATION 


HON. WILLIAM L. RANSOM 
Trustee of the Academy of Political Science 


T the risk of holding you here for a few minutes more, 

A I am so bold as to try to sum up some phases of the 

day’s discussions, and to place before you a personal 

view of one matter which has not been emphasized tonight, 
but which seems to me to be of fundamental importance. 

In America and Europe, during the past few days, there 
have been commemorations of the twentieth anniversary of the 
entrance of the United States into the World War. The occa- 
sion has brought a mood of retrospection and of taking stock, 
to see in what direction and how far we have traveled during 
the past twenty years. 

I do not need to say to you that such a survey shows many 
things which are disquieting; that fact is confirmed by the 
discussions of this meeting and by the developments in the 
world at large. The Gallup poll (American Institute of Public 
Opinion), published today, indicates that by a wide margin, 
in every part of the United States and in many occupations, 
old and young and middle-aged alike have come to hold a 
feeling of regret that the United States entered the World 
War at all. To many of our people, the high purposes for 
which the United States entered the War seem in large part 
to have been frustrated and to have failed. It is difficult to 
accept this view, and I do not; but it is difficult to hold faith 
in a more hopeful view, as we look upon the world scene 
today. The drums of strife beat again; fear and hate and 
stark atrocity stalk the highways of lands in which the people, 
not long ago, sang hymns of liberty. 

The League of Nations, erected so hopefully by the ideal- 
ists of many lands, stands neglected by our own, largely im- 
potent without our participation, and always suspect of being 
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the tool or plaything of alliances between arbitrary, personal 
governments. In a world which was to be made “ safe for 
democracy’, the rise of arbitrary, dictatorial government 
everywhere has been rapid and almost complete. A desperate 
feeling of insecurity and danger now grips millions of people 
who until lately had felt some sense of security, stability and 
progress toward higher standards of living. Frantically, the 
people have stood by while personal leadership or dictatorship 
has struck down democratic institutions; and there is a ner- 
vous insistence that by personal miracle something be done, 
even though those reaching for power and more power have 
no clear idea what should be done. In a large part of a world 
which philosophers of this century had pronounced almost 
free from “tyranny over the minds of men”, independent 
public opinion is not allowed to function, independent thought 
is silenced, and independent thinkers are either imprisoned or 
destroyed. History repeats itself; dictators sit in the places 
of less arbitrary kings and emperors; they send armies, planes, 
munitions, in secret to force forms of government on other 
lands and to destroy economic and political freedom; even 
peoples at peace are not free from invasions by stealth, in- 
vasions of ideas and propaganda to undermine resistance to 
arbitrary power. And we who cherish liberty are reminded 
that, as Kipling put it, 


All we have of freedom, all we use or know, 

This our fathers bought for us, long and long ago; 
Ancient right unnoticed at the breath we draw— 

Leave to live by no man’s leave, underneath the law. 
Lance and torch and tumult, steel and grey-goose wing, 
Wrenched it, inch and ell and all, slowly from the King. 


It is not a quieting picture. There are widespread fears 
that the remaining free governments cannot survive as democ- 
racies and will go the same arbitrary road. Foreign policy 
and the maintenance of the world’s peace have become a matter 
of dealing with one-man governments, with dictators; and 
even the people living under the surviving free governments 
are being led to doubt whether the processes of representative 
government can cope adequately with one-man governments. 

In our own country, too, there are disquieting signs mani- 
fest in the public opinion which affects, and may some day 
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control, the foreign policy of the United States. We hear co 
pleas or demands for a willingness to submerge and silence all af 
the traditional sympathy of Americans throughout the years st 
with liberty and with democratic government and with op- al 
pressed minorities in other lands — pleas that the voice of o! 
America, which has always been eloquent for freedom and tr 
oppressed peoples the world over, shall now be mute, lest ce 


dictators be offended and our country become involved. We rr 
are commanded to desperate efforts, by ourselves, to put our b 
own economic house, our own economic machine, in order, d 
and to ignore the warnings of experience that “ you cannot a 
get your own machine into balance without considering the s 
world machine and the world balance.” On the other hand, 

we are urged to take “bold strokes” in order to help settle I 
and stabilize the world economy, which has been so severely 
disordered, as I see it, by the unsound devices of one-man . 
governments and by their doctrines of national self-sufficiency t 
which have proved explosive rather than helpful to peace. 

In most of the discussions today, and particularly tonight, ' 
it has seemed to me that the speakers have gone back to funda- 
mentals, have become a bit philosophical, if we may call it | | 
that, and have suggested some considerations of spirit and 
outlook which may be necessary to peace and stability under 
the new order of things abroad and at home. 

As a closing thought for this meeting, may I emphasize 
one further consideration? It seems to me that the most 
serious retrogression which has marked these past twenty 
years is a steady drift away from the orderly adjudication of 
international disputes according to law, and the substitution 
of negotiations, alliances and aggressions by individuals as 
the heads of arbitrary governments. 

Thirty years ago, under the enlightened leadership of great 
statesmen in many lands, the world seemed to have gone a 
long way toward accepting the idea, and the practical working 
formula, that all or most of the causes of war or friction be- 
tween nations could be removed, through arbitration, or through 
adjudication, by impartial, law-governed and independent 
courts, responsive to no political or arbitrary control. The 
United States had itself furnished to the world the outstand- 
ing and the most successful example of this, in that, on a 
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continent made up, at the time of the Revolutionary War and 
afterwards, of disunited, jealous and contentious colonies or 
states, with rivalries and controversies between them as serious 
and provocative as those which arise between nations and lead 
often to war, the erecting of an independent and impartial 
tribunal for the adjudication, according to law and justice, of 
controversies between states and between citizens and govern- 
ment brought one hundred and fifty years of peace that has 
been broken but once by civil war and has been the sure foun- 
dation for security and codperation and stability and order, 
and for the ending of controversies which in the international 
sphere have been provocative of war. 

The Royal Institute of International Affairs has lately 
published, from the Oxford University Press, a little volume 
by Mr. E. A. Radice, on Fundamental Issues in the United 
States, in which this keen observer points out that “ the per- 
manent achievement of the United States lies in the fact that 
she has evoked a working legal mechanism to settle contro- 
versies which in Europe may lead to the use of force, or, at 
any rate, to friction and ill-feeling”; that “the legal and 
constitutional problems which loom so large in the United 
States today, are the result of an attempt to establish the reign 
of law over a whole continent”; and that the American 
method of arbitrament by a law-governed court “ is no doubt 
the ideal way of ensuring peaceful democratic rule over a 
large geographical area.” 

In England and America, furthermore, as Elihu Root 
pointed out so well in 1922, the rules of right conduct em- 
bodied in international law were “ authoritatively declared to 
be a part of the municipal law of the country, enforceable by 
the Courts, and in this way the nations founded upon differ- 
ences have been gradually rescuing from the field of difference 
and controversy and transferring to the field of common 
understanding and agreement, one subject after another of 
national importance in the affairs of the world.” 

Many of us in recent years reached the conclusion that 
between nations, as between men, there are and can be no 
controversies and no conflicts of interest that are in fact 
beyond the possibility of determination through the ministry 
of an impartial and law-governed international court. 
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The tragic thing, in my opinion, is that all of this hopeful 
headway now seems largely to have been lost or destroyed. 
The mood and method of fair and impartial adjustment ac- 
cording to law have lost international authority. Economic 
and political fortunes of nations and individuals are now to 
be decided by arrangements between one-man governments. 
Even in our own country, the idea of impartial determination 
of controversies by independent non-political tribunals is chal- 
lenged and may be undermined. 

Shall we not urge anew an adherence to international adju- 
dication according to law? Cannot a nation which for four 
years has been a member of the International Labor Office at 
Geneva, closely identified with the League of Nations, adhere 
also to the Permanent Court of International Justice, despite 
its link to the League? I submit to you this question: Can 
just and lasting peace between nations or security for the 
rights of men or states be secured in any other way, in the 
long run, than through the supremacy of orderly and impar- 
tial adjudication according to law, sustained by the decent 
opinion of mankind? 
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